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Are You Making Conversions 
To Natural Gas? 


We can be of help to gas companies and organizations specializing in the conversion work 
of changing over gas-burning equipment from manufactured to natural gas. We will sup- 
ply the proper jets and controls to adapt the user's present Barber Burner to natural gas, 
or we will furnish Barber equipment to replace existing burners which cannot be adapted 
to natural gas. The famous Barber jets employ a combustion principle yielding extremely 
high efficiency. A wide variety of these jets is shown above, and a few typical burner units 
from our extensive line for all applications. 


It is always best to use genuine Barber Burners and parts on your conversion work. They 
are easy to install, and Barber's 35-year record of quality products is a strong assurance 
of satisfactory performance. Our engineering department is at your service to help work 
out special problems in burner design. 


Send for latest Catalog on Appliances and Conversion Burners and Controls. 


THE BARBER GAS BURNER CO., 3682 Superior Avenue, Cleveland 14, Ohi 


BARBER BURNERS 
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REPRINTS OF ARTICLES 
(200 or more copies) 
available on orders re- 
ceived within 30 days 
after publication date. 
Address 
WASHINGTON OFFICE 
for quotations. 











Pustic Utiuities FortNIGHTLY. . 
stands for Federal and state regu- 
lation of both privately owned and 
operated utilities and publicly owned 
and operated utilities, on a fair and 
nondiscriminatory basis; for nondis- 
criminatory administration of laws; 
for equitable and nondiscriminatory 
taxation; and, in general—for the per- 
petuation of the free enterprise sys- 
tem. It is an open forum for the free 
expression of opinion concerning pub- 
lic utility regulation and allied topics. 
It is supported by subscription and 
advertising revenue; it is not the 
mouthpiece of any group or faction; 
it is not under the editorial supervi- 
sion of. nor does it bear the endorse- 
ment of. any organization or associa- 
tion. The editors do not assume re- 
sponsibility for the opinions expressed 
by its contributors. 
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with the BeW Type E Pulverizet 


RECIRCULATING LOAD —- 
DRIES AS IT GRINDS 


Recirculation of fines within the 
nill gives repeated, quick-dry- 
ng contact with large masses of 
eated air and metal ... produces 
roper fineness at all loads, even 
ith coal as wet as it can get. 
ines are classified in the mill. 


Five B&W Type E Pulverizers, serving ao B&W Radi 
Boiler of 800,000 Ib. per hr. steam capacity. 


UNIFORM PERFORM- 
ANCE REGARDLESS 
OF WEAR 
Balls and grinding rings wear 
together . . . assure uniform fine- 
ness regardless of attrition of the 
grinding elements . . . fineness 


automatically increases at re- 
duced loads. 


BLOWS CLEAN AIR- 
SAVES WEAR AND T 
Unique in pressurized operation 
the Type E Pulverizer requi 
remarkably little maintenan 
of the primary fan, because 
blows only clean air . . . is 00, 
subject to the damaging abr 
sion of entrained particles. ff 


New Bulletin G-57 illustrates and describes the design, construction, 
operating and maintenance features of the Type E Pulverizer. Write: The 
Babcock & Wilcox Company, 85 Liberty Street, New York 6, New York. 
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NE-POINT VARIABLE 
UVEL-AIR CONTROL 


e the accelerator on your au- 
obile .. . assures proper coal- 
‘Ppt mixture . . . produces de- 
bd rate of steam generation 
tt a wide range with coal con- 
ions suitable for sustained 
th combustion efficiency. 


LOW POWER 
CONSUMPTION 
Ball-and-ring grinding, 
anti-friction bearings, pres- 
sure lubrication, and auto- 
matic rejection of ungrind- 
able materials make pos- 
sible high output with 
minimum power demand. 


lping Industry Cut Steam Costs Since 1867 


: Seach 


OUTSTANDING 
PERFORMANCE 
RECORD 


Availability and mainte- 
nance economy beyond to- 
day’s most exacting re- 
quirements are proved in 
over 1300 Type E Pulver- 
izer’ installations. 
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T is not going to be hard for the mem- 

bers and delegates, who attend the 
thirty-third annual convention of the 
American Gas Association in St. Louis, 
October 15th to 17th, to point to their 
biggest single problem during the com- 
ing year. Perhaps we are guilty of some 
oversimplification, but we try to sum it 
up in one picture carried as the frontis- 
piece in this issue—steel pipe or the lack 
thereof. Of course a lot of other prob- 
lems follow in the wake of the pipe short- 
age. 


In this issue, which is designed to be 
of special interest to our friends and read- 
ers in the gas industry, we have the good 
fortune to bring a special message pre- 
pared for us by the chief executive of 
the American Gas Association, its presi- 
dent for the year 1950-51, D. A. Hutcy, 
the genial president of the Lone Star 
Gas Company. Mr. Hutcy joined the 
Lone Star Gas Company in 1920 as an 
accounting clerk with a monthly salary 
of $155. He became president of the 
company in 1940 and was elected head 
of the American Gas Association at At- 
lantic City, New Jersey, ten years later. 
He is also a director and vice president 
of the Chamber of Commerce of the 
United States. 





P 
Cc, P, RATHER 
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STUART M. CROCKER 


gh second article in this issue (be- 
ginning on page 534) is the product 
of another gas industry executive now 
heading up the Federal government’s 
material control program as it affects the 
gas industry. He is C. P. RATHER, as- 
sistant deputy administrator for the 
Petroleum Administration for Defense 
—a post to which he was appointed on 
March 12, 1951. Born in Little Rock, 
Arkansas, educated at the University of 
Alabama and Georgia Institute of Tech- 
nology (BS, civil engineering), Mr. 
RATHER started his engineering career 
with affiliates of the Southern Natural 
Gas Company. He was elected vice 
president of the latter company in 1936 
and in 1938 was named president. 


* * * * 


EPRESENTATIVE FRANK T. Bow of 
Canton, Ohio, whose article on 

the “Bow amendment”: begins on page 
539, was educated at Ohio North- 
ern University and has practiced law 
in Canton with the exception of a 
4-year hitch as assistant state attor- 
ney general of Ohio (1929-33) and 
a tour of duty in the Philippines during 
World War II as combat war corre- 
spondent with Ohio’s 37th Division. He 





~ 





October 25, 1951 Public Utilities Fortnightly 





When a redesigning of your 
financing program is in order 
.-here’s a suggestion 


@ To help you with an up-to-date and © 
flexible approach to your financial 
program and the financial community 

. Irving Trust maintains a staff of 4 
experts specializing in service to the 
public utilities. Ps 


Our Public Utilities padaden 
sponsor of the Utility Round Tables, 
will be more than glad to‘contribute 
its broad experience toa review of 
your situation. fs 


Please feel free 30/ ‘call upon us at- 
any time. / 


IRVING’ aust COMPANY 


ONE WALL STREET NEW YORK 15,N.Y. 


A,» Funds over $118,000,000 
esources over $1,200,000,000 
se Enstrom, Chairman of the Board 


/ Ricnarp H. Wesr, President 
/ Public Utilities Depertment 
Toh P. Warxer, Vice President in Charge 
» FEDERAL DEPOSIT INSURANCE CORPORATION 
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% PAGES WITH THE EDITORS (Continued) 


went to Washington, D. C., as legislative 
counsel during the 80th and 81st Con- 
gresses, and was elected to the 82nd Con- 
gress from Ohio’s sixteenth district. 


* * * * 


TUART M. Crocker, whose article on 

the effect of changing dollar values 
on gas earnings begins on pages 546, is 
another gas executive who is widely 
known and active in the high councils of 
his industry. Born in Cambridge, Mas- 
sachusetts, and a graduate of Harvard 
(BS, ’21), Crocker began his career 
with the Radio Corporation of America. 
He later joined the General Electric 
Company, rising to the post of vice presi- 
dent in 1940. He. became president and 
director of the Columbia Gas & Electric 
Corporation in 1943 and continued as 
president of the Columbia Gas System. 
He is now chairman of the board. Mr. 
Crocker has been exceptionally active 
in many industrial and philanthropic, as 
well as civic and political, groups. 


* * * * 


ws J. HERRMAN, vice president 


of Southern California Gas Com- 
pany, whose article “Rate and Financing 
Problems of Gas Industry” begins on 
page 553, is a graduate (electrical engi- 
neering) of the University of California. 
He has also taught engineering and eco- 
nomics at Louisiana State University. 
He first entered the utility business with 
the Great Western Power Company of 


FRANK T. BOW 
. 25, 1951 


GERARD M. IVES 


California during the late twenties. After 
some investment work he came to Wash- 
ington in 1937 to help a fellow Cali- 
fornian, Carl I. Wheat, with the tele- 
phone investigation of the Federal Com- 
munications Commission. Mr. HErr- 
MAN later joined the Theodore Gary In- 
vestment interests in Chicago and the 
former Commonwealth & Southern 
group, from which he joined his present 
organization. 


* * * * 


("i M. Ives, whose article on 
“Natural Gas As a Chemical Raw 
Material” begins on page 561, is vice 
president in charge of the public utilities 
division of the Guaranty Trust Com- 
pany of New York. He has been asso- 
ciated with this bank since 1941, except 
for three years of wartime service with 
Army Ordnance. For eleven years be- 
fore joining the Guaranty Trust Com- 
pany, he was with Tri-Continental Cor- 
poration group of companies, serving in 
various capacities, including a vice presi- 
dency of Union Securities Corporation 
and vice president of the Blue Ridge 
Corporation. 


THE next number of this magazine 
will be out November 8th. 
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the Remington Rand 
PRINTING CALCULATOR 





handles it ALL! 


Remington. Frand. 
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Every step, from planning and 
producing to the final statement, calls 
for lots of figurework—and you handle 
all your figurework with new ease, new 
speed and new accuracy when you use 
the Printing Calculator. You save money 
too, because this one machine does 
everything—it gives you real double- 
duty, balanced performance. 

Short-cut multiplication and 
automatic division are combined with 
lightning-fast addition and subtraction. 
No need to re-run problems either, be- 
cause you get “first time proof” of figure 
accuracy, printed on the tape. The 10- 
key keyboard with automatic column 
selection is your assurance of faster, 
easier touch method operation. 

Send for complete details today. 
See how the Printing Calculator can pro- 
duce more for you—at a lower cost too! 





Business Machines and Supplies Division 
Room 2284, 315 Fourth Avenue, New York 10, N. Y. 


Please send complete details on how, the Printing 
Calculator can save time and money for us. 





Title. 
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Coming IN THE NEXT ISSUE 


* 


REGIONAL STOCKHOLDER MEETINGS 


Consumers Power Company of Michigan is one of those progressive cor- 
porations which have tried out the experiment of holding regional meetings 
for stockholders. Justin R. Whiting, president of this utility company, gives 
us an account of the results to date and the reasons why such a policy was 
adopted. Local ownership, and interest in the welfare of a public utility, 
is a foundation for public relations which can be developed by bringing 
the company's message to the stockholder in his own home town. 


BETTER PUBLICITY FOR UTILITY REGULATION 


Does commission regulation for public utilities need ‘'good press’ or pro- 
fessional publicity techniques? It certainly does, according to Frank C. 
Sullivan, veteran newspaper man and now on the staff of the California 
Public Utilities Commission. He tells us how this has been organized in 
California and the results accomplished. 


INVESTOR EYES THE RATE OF RETURN 


The question of the allowable rate of return for public utilities is one of 
great interest during an inflationary period. Regulatory commissions are 
aware, or should be aware, that additional capital must be obtained in a 
competitive market from those who are willing to invest in the particular 
company, regardless of the commission's judgment as to the sufficiency of 

~ the rate of return. John F. Childs, well-known utility security analyst, New 
York, has taken up this problem from the investor's point of view. 


INTERESTING EMPLOYEES IN THE PROBLEMS OF MANAGEMENT 


Alfred M. Cooper, who has spent years in personnel work on both public 
and private utility operations and has written volumes on the subject, ex- 
plains the so-called "McCormick Plan.'" The key to interesting employees 
in problems of management, is the foreman or supervisory employee. And 
the key to his intelligent and sympathetic interest may well lie in an ad- 
visory form of participation. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 


OCT. 25, 1951 10 





October 25, 1951 


Public Utilities Fortnightly 





How much does an egg weigh? 


TURKEY egg weighs more than a hum- 
mingbird’s. An ostrich egg weighs more 
than a chicken’s. 


Eggs are not identical. They vary in size or 
weight. The same is true of your customers’ 
bills. 


Accurate information 


In planning effective rate and promotional 
programs, therefore, many utilities find it im- 
portant to know just how their customers’ bills 
fall in various kilowatt-hour rate blocks. 


Such bill analyses are compiled for them by 
the Recording and Statistical Corporation on 
specially designed electro-mechanical equip- 
ment. As many as 200,000 bills can be analyzed 
each day by our trained personnel. And the 
cost to you would be but a small fraction of 
a cent per item. 


Would you like the complete facts about this 
accurate and economical method of compiling 
usage data? Write for “The One Step Method 
of Bill Analysis.” It may save you time and 
money in the months ahead. 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers—in one step! 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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CBaowkelle CEauke 


“There never was in the world two opinions alike.” 


W. Stuart SYMINGTON 
Chairman, National Security 
Resources Board. 


Excerpt from “Survey” 
published by Guaranty Trust 
Company. 


D. A. Hutcy 
President, American Gas 
Association. 


M. S. RUKEYSER 
Columnist. 


PAUL KAYSER 
President, El Paso Natural 
Gas Company. 


WILL1AM C. MULLENDORE 
President, Southern California 
Edison Company. 


—MONTAIGNE 





“The threat of inflation is as great a peril to our demo- 
cratic institutions as the curse of Communism. We must 
meet and defeat both of these challenges to our own 
security.” 


* 


“It has become an American habit to be attracted by the 
prospective advantages of proposed expenditures without 
sufficiently weighing the disadvantages, which are as real 
and may be far greater.” 


> 


“We cannot tolerate unnecessary spending of any kind 
by the government. The social experiments and welfare 
schemes of the do-gooders and the so-called ‘liberal’ 
politicians must be adjourned [especially] increases of 
social security payments, socialized medicine, and health 


plans.” 


ss 


American industry is currently operating in a 
no-man’s land somewhere between free enterprise and 
a planned economy. On top of the restraints on inde- 
pendence of management judgment imposed by the con- 
trolled materials plan, price ceilings, wage and _ salary 


“ 


stabilization, the tax burden has put government in busi- 
ness as a major participant in profits to an increasing 
degree.” 


. 


“The key to the high standard of living in this coun- 
try is our highly developed use of its energy resources. 
Using resources of oil and gas, instead of hoarding them, 
we will have a system so developed that when these 
resources are exhausted we will be able to substitute in 
their place the synthetic fuels made from coal and shale 
and, therefore, maintain for the maximum time our high 
standard of living.” 


» 


“Whatever upward adjustment is made in our rates, 
the consumers’ dollar spent for our service will still 
buy the biggest bargain in the market. For the average 
residential consumer the increase sought will be but a 
very small fraction as compared with other increases 
already suffered in the family budget. The electric bill 
is now less than one per cent of the entire cost of living 
and that will continue to be true.” 


12 
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Public Utility Securities 






Underwriter + Distributor 


Dealer 
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SforKY 


FIRST BOSTON 
CORPORATION 


100 BROADWAY, NEW YORK 5, N. Y. 






Boston PITTSBURGH CHICAGO 






PHILADELPHIA CLEVELAND San FRANCISCO 





UniTep States GOVERNMENT SECURITIES 





Private Wires to all offices 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT Bonps 
InpusTRIAL, Pusiic Utitity anp Raitroap Bonps anp Stocks 


CaNnaDIAN Bonps - Foreign Dottar Bonps - BANK AND InsuRANCE Company STOCKS 
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State, Municipat AND ReEvENvE Bonps 





14 REMARKABLE REMARKS—( Continued) 


Eucene C, PuLLiAM 
Publisher, The Indianapolis News. 


Ropert L. MINCKLER 
President, General Petroleum 
Corporation. 


ALEXANDER M, BEEBE 
President, Rochester Gas & 
Electric Corporation. 


CHARLES E, WILson 
Director, Office of Defense 
Mobilization. 


Lewis HANEY 
Professor of economics, New York 
University. 


Bruce BARTON 
Columnist. 


Gwitym A. PRICE 
President, Westinghouse Electric 
Corporation. 
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“Our deadly enemy isn’t Communism, but bureaucratic 
Socialism.” 


> 


“We must restore confidence in government by estab- 
lishing and maintaining decency in government, and we 
must restore our ancient faith in ourselves by strenuous 
rejection of the idea of dependence upon government for 
our economic welfare.” 


“As our tax burdens grow heavier, it becomes increas- 
ingly important that they be fairly distributed. Much 
has been said about tax loopholes. It is our belief that it is 
vital for the welfare of our country that these loopholes 
be closed and that special privilege to a few be stopped.” 


* 


“Here and now, we must decide for ourselves the price 
of freedom. Each of us must decide in his own heart 
whether he will do his part niggardly or magnificently. We 
must decide whether we will be greatly patriotic or 
whether we will be meanly partisan for ourselves or for 
any group or class.” 


* 


“Who pays the [Federal] debt? All of us pay. We are 
paying now. The order to cut our consumption of copper 
and aluminum is taking automobiles, houses, and appli- 
ances from us. The boost of 10 per cent or more in our 
income taxes is paying the debt. The 50 per cent rise in 
prices since 1939 is a payment on the debt.” 


* 


“Time, which changes all things, ‘has,’ to quote Justice 
Oliver Wendell Holmes, ‘upset many fighting faiths.’ It 
can and will, with our help, eventually upset Communism. 
Provided, that in our hurry for world salvation, we do 
not commit national suicide by draining our own land 
of its resources and the veins of our sons of their 
blood.” 


> 


“The liberal intellectual has lifted a lid from a Pan- 
dora’s box and loosed forces on the world that he did 
not expect, does not understand, and cannot control. It 
is bitterly ironic that the distinguishing mark of so many 
of our best educated, most articulate people has been an 
appalling ignorance of our traditions and of the simplest 
economic truths. That ignorance has given rise to 
economic error on the grand scale and to events that 
reduce bad effects of the machine to mere triviality.” 








awaits your visit in V SHINGTON 


City of fine hotels — and restaurgq Nation’s Capital offers 
unrivaled food service to those who s 
The famous fare is #@gar 0 with Gas in such 


representative hostelriggm 





WASHINGTON GAS LIGHT COMPANY 











Public Utilities Fortnightly October 25, 1951 





—$—$——_ 


c-E KE; BOILERS 




































































PRIMARY 
SUPERHEATER: 










































































TT Pe ee te Me ee ete ee TO Te ee eee 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








October 25, 1951 Public Utilities Fortnightly 


ALBANY 
STEAM STATION 


NIAGARA MOHAWK POWER CORPORATION 





The C-E Unit, shown at the right, is one of three duplicate steam 
generating units now in process of fabrication for the new Albany 
Station of the Niagara Mohawk Power Corporation. 


Each of these units will serve a 100,000 kw turbine generator 
operating at a throttle pressure of 1450 psi and a temperature of 
1000 F, reheated to 1000 F. 


The units are of the radiant type with a reheater section located 
between the primary and secondary superheater surface. A finned 
tube economizer is located below the rear superheater section, and 


regenerative air heaters follow the economizer surface. 


The furnaces are fully water cooled, using closely spaced plain 
tubes throughout. They are of the basket-bottom type, discharging 
to sluicing ash hoppers. 


Pulverized coal firing is employed, using bow! mills and vertically- 
adjustable, tangential burners. B-516A 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


200 MADISON AVENUE * NEW YORK 16, N.Y 


ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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Generally you think of the Dodg- 
ers and Ebbets Field. But in Brook- 
lyn we think there is something 
perhaps even more important than 
the pennant race or the World 
Series. 


More than 4500 Brooklyn Union 
employees are working together to 
furnish vital, uninterrupted gas 
service, to one of the world’s largest 
communities. Over its 101 year ex- 
istence Brooklyn Union has expand- 
ed steadily to meet the ever increas- 








ing demand for this service. Now, 
the construction of the world’s larg- 
est pipeline has made it possible for 
us to share in the vast natural gas 
resources of Texas and Louisiana. 


When, in the Fall of 1952, we 
have completed one of the largest 
conversions of appliances ever un- 
dertaken, one more milestone in the 
gas industry’s tremendous expansion 
and usefulness will have been 
reached. 


THE BROOKLYN UNION 


G A § COMPANY 
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YOU WILL NEED 


Bak Shaving! 


Win these changing times—and changing BTU’s—it is well 


to consider the advantages inherent in new production processes. 


Natural gas, if it enters your plant and distribution system, can and will continue 
to be of great benefit. Then your first important consideration will be standby 
facilities. There are Gasmaco oil gas processes and other Gasmaco methods for 
this purpose. ° 


Then, too, you will need equipment for peak shaving. The history of conversion 
to natural gas and natural gas expansion has been one of phenomenal growth— 
but with an ever increasing load factor. Transmission line capacity is rapidly 
used up. These and other factors lead to PEAK SHAVING. The solution: 
Gasmaco Equipment. 


On: processes can be adapted to your existing water gas sets. 
Many different arrangements are possible, dependent upon factors of cost and 
usage. In other cases, complete new construction can be justified. When engi- 
neered and built by The Gas Machinery Company you have low investment cost 
and profitable results. 


Any gas as an alternate must match natural gas in burning characteristics. To 
accomplish this the process must be flexible, efficient. Methods by Gasmaco are 
characterized by quick start-up, low oil consumption, good quality by-product 
tar and production of gas free of lamp black. Our processes have the flexibility 
and control to tailor-make an oil gas with the desired performance. Light, 
medium, or heavy high carbon oils can be used. 


The gas should be properly conditioned —cooled by modern 
Gasmaco scrubbers, then oil scrubbed and purified. In many cases, light oil 
recovery is justified, and profitable. All of this plant equipment and auxiliaries 
can be obtained from The Gas Machinery Company who has devoted fifty years 
to the service of your industry. 
We invite your consultation on all matters pertaining to standby, peak shaving, 


gas interchange, reforming, gas conditioning, plant equipment, natural gas 
liquefaction and other problems requiring specialized engineering. 


The GAS MACHINERY Company 


CLEVELAND 10, OHIO 
THE GAS MACHINERY CO. (Canada) Ltd., Hamilton, Ontario 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 



















or at some contemplated spécial meeting—pro- 
posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 





privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. . 





National or Sectional Coverage 





* a2 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS + PHILIP H. CARPENTER * WARREN W. AYRES 





70 PINE STREET, NEW YORK 5&5, NEW YORK 
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from gas field to house service 
it’s 





7) For 30 years the gas industry across 
=~) the nation has picked CLEVELANDS 
for the full spread of gas trenching 
work—from the big CLEVELANDS out 
in front on the transcontinental pipe- 
lines to their smaller brothers on 
gathering lines in the field and house 
services in the cities. This continuing 
acceptance is based on owners’ ex- 
perience that no matter how tough 
the soil and terrain conditions, no 
matter how cramped and difficult 
the digging locations, no matter how 
tight and scattered the schedules— 
CLEVELANDS can be relied on for 
a better, faster and cheaper job. Get 
the full story today. See your local 
distributor or write The Cleveland 


Trencher Co., 20100 St. Clair 
2 Avenue, Cleveland 17, Ohio. 
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SPEED and EFFICIENCY 


you never thought possible 


in ledger posting 
for utilities 





There’s a new standard of accounting efficiency 
in many utility offices today. It’s a standard 
made possible by a completely new idea in 
mechanized accounting—the revolutionary new 
Burroughs Sensimatic with the “mechanical 
brain” that directs it automatically through every 
accounting operation. 


Here is a new accounting machine with amazing 
versatility, speed and ease of operation. The 
Burroughs Sensimatic does a wide variety of 


accounting jobs with a saving of time, money and 
effort over former accounting methods—and just 
a turn of the job selector knob moves it speedily 
from one posting job to the next. 


Find out today how the Burroughs Sensimatic 
can save working hours, reduce your accounting 
costs, and increase efficiency. And all at a sut- 
prisingly moderate cost, too. Call your local 
Burroughs office or write for complete facts. 
Burroughs Adding Machine Co., Detroit 32, Mich. 


WHEREVER THERE’S BUSINESS THERE'S Bu rrou ghs 
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@ The increased demand for natural gas... 
coupled with our firm desire to render the 
best service at the most equitable rate... 
has brought about a healthy growth in our 
company since its organization in July, 1945. 


Greatly improved service is now being 
offered to over 85,000 gas customers in In- 
diana, an increase of 42% in the six year 
period, while operating revenues have in- 
creased 140% in the same period. 

We wish to pay particular tribute to each 
and every one of our employees for, with- 
out their valuable cooperation, it would be 
impossible to supply our customers with the 
better service they now enjoy. 

We extend our hearty welcome to those 
attending the 33rd annual convention of the 
American Gas Association at St. Louis. We 
are proud to be a part of AGA and to par- 
ticipate in the growth of the GAS industry. 

We are telling our customers... 


ie Better... Ut Gh? 


INDIANA GAS & WATER ~ INC. 











Public Utilities Fortnightly 





Gong far 
TO SERVE AMERICA 


a=«— The phenomenal expansion of the 


electric and gas utilities is improving the 
comforts and necessities of modern 
American living. Naturally the 
remarkable growth of these industries 











involves commercial banking functions, 


both generally and specifically. 


Guaranty Trust Company of New York 
has an experienced appreciation and 
understanding of the financial phases of 
public utilities. Besides its broad 
background of general banking, this 
bank acts importantly as registrar and 
transfer agent for public utilities 
securities, as trustee of bond issues and 














pension trusts, and in related capacities. 


Guaranty Trust Company, through 
its Public Utilities Division, is 

well prepared to serve you. Please 
feel welcome to consult us. 


Guaranty ical 


Trust Company ih Ae th 
of New York Madison Ave. at 60th St 


. Rockefeller Plaza at 50th Se: 
Capital Funds $378,000,000 New York 20 


Member Federal Deposit Insurance Corporation London Paris Brussels 
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When in St. louis 
Visit the Home of... 





and 


onan St. Louis’ most modern Heating Showroom. 
h 





Attention—Delegates to A. G. A. Convention 
Oct. 15-17 
Call Mission 1300 


An AFCO representative will be available to make complete 
arrangements for your tour through our modern facilities 


AMERICAN FURNACE CO. 


1300 HAMPTON AVE. ST. LOUIS 10, MO. 


Manufacturers of Sound Value Heating Equipment 
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Genie, the magic gas servant is working 
gas magic for 60,000 Montana-Dakota 
Utilities Co. customers in this 


progressive western area. 


Gas, the clean blue flame is a partner 
in the steady development and growth 


of this territory with a great future. 





THE COMMUNITY TO SERVE 


D 
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Are you contemplating a 


CONVERSION? 


If so, you will be confronted with many new problems, prob- 
lems unique and without precedent in your normal operations. 


Our experience in this specialized field, as outlined below, 
assures you of the services of an organization qualified to 
offer you advice and assistance in preparing for and complet- 
ing your proposed changeover. 

Since April, 1946 we have completed conversions 

to 


NATURAL GAS, HIGH BTU OIL GAS, 
AND OTHER TYPE GASES, 


for 
40 GAS UTILITY COMPANIES, 
serving over 
2,000,000 GAS CONSUMERS, 
located in 
380 CITIES, TOWNS AND MUNICIPALITIES, 
in 
15 STATES AND THE DISTRICT OF COLUMBIA. 


We have utility trained—utility minded—supervisory per- 
sonnel on our staff. 

We invite you to call on us for consultation, without obli- 
gation on your part. 


CONVERSIONS and SURVEYS, INC. 


NEW YORK 4, N. Y. 


90 BROAD STREET ° 
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Memorandum to: 


All Corporate Executives 
Subject: 


Your Annual Report for 1951 


Now is the best time to arrange the 
writing, designing and printing of 
your 1951 Annual Report. Advance 
planning will do much to eliminate the 
last minute rush and costly confusion 
which often accompany the production 
of this important message to your 
stockholders. 


Pandick Press, Inc., well qualified to 
aid you in all phases of Annual Report 
preparation, is geared to submit 
design ideas, create dummies, assist 
with writing, and of, course, print 
your Report in the manner that has 
made "Printed by Pandick" synonymous 


with fine quality. 
"pail 
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If photographs of all the plants engineered, designed and constructed by 
Esasco during the last half century were put in one album — more than 
one billion do of investment in new construction would be represented. 


But engineering, design and construction tell only part of the story. For 
in addition to these projects—a few of which are shown hese —iineeee 
specialists have hel management solve problems in many other phases 
of business and industry—such as financing, business studies, insurance, 
systems and methods and industrial relations. 





EBAsco’s team of engineers, constructors and business consultants has 

the experience and the knowledge to help you expand or modernize your 
plant—and help you keep your business operating efficiently. Moreover, 
they can do the whole job, or any part of it—from preliminary planning 
to “‘in service”’ operation — and do it anywhere in the world. 


Call on Exsasco for the help you need. You’ll find its team of seasoned 
specialists will get your job done quickly and efficiently. 


Write for the booklet ‘‘The Inside Story of Outside Help” describing the many EBASCO services 
available to you. Ebasco Services Incorporated, Dept. W, Two Rector Street, New York 6, N. Y. 


Pt Comer, 
oo” 0, 


2, 
* 
"fee conso* 


Design & Insurance Sales & 
rot!” we pues ASCO SERVICES 
Financial Purchasing Systems & 

Rates & INCORPORATED \ 


Taxes 
Traffic New YoRK - CHICAGO - WASHINGTON, D.C. 
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Saye time..save money with 


ponGe?" 


Want a truck that fits your utility job . 


one that can help you slash high hauling costs 


right down the line? 


Then check into the many advantages that 
will be yours with Dodge trucks—‘“‘Job- 
Rated’”’ throughout and packed with many, 


many improvements. 


Take the Dodge Power-Wagon, for example. 
Its hefty, husky 94-h.p. engine gives you the 


kind of rugged power you need .. . 
of “‘get-up-and-go” on or off the highway. 


There’s much more to the story, too. 


with plenty 


Why not get all the facts from your nearby 
Dodge dealer? He’ll be happy to show you 


how you can haul more . . . in less time. . 


"9e%-Raled” TRUCKS DO THE MOST FOR 
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- at 
lower cost with Dodge ‘‘Job-Rated” trucks. 


YOU 


= TRUCKS 
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How Dodge trucks are “Job-Rated” 
for utility operations 


A Dodge “Job-Rated” truck is en- 
gineered at the factory to fit a ad 
cific job . . . save you money . 
last longer. 


Every unit from engine to rear axle 
is “Job-Rated” — factory-engineered 
to haul a specific load over the 
roads you travel and at the speeds 
you require. 


Every unit that SUPPORTS the load 
—frame, axles, springs, wheels, tires, 
and others—is engineered right to 
provide the strength and capacity 
needed. 


Every unit that MOVES the load— 
engine, clutch, transmission, propel- 
ler shaft, rear axle, and others—is 
engineered to meet a particular 
operating condition. 
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COMPLETE AND FLEXIBLE ENGINEERING AND 
CONSTRUCTION SERVICES FOR 
MANUFACTURED AND NATURAL GAS COMPANIES 


PIPE LINES—GAS MAINS—PLANT FACILITIES 


UNITED ENGINEERS’ services cover all the required 
steps for construction from sound preliminary study to efficient and 
economical field construction and preliminary operation. 


@ EXPERIENCE IN DESIGN: United has over sixty years’ experience in design 
for the gas industry. 


@ EFFICIENT APPARATUS: United has pioneered major developments for the 
manufactured gas industry. 


@ ECONOMICAL CONSTRUCTION: United has large well organized forces for 
gas main and gas plant construction. 


@ EXPERIENCE IN OPERATION: United has experienced plant operators for 
securing most efficient results from apparatus. 


Within the scope of our current and recent work for the gas industry 
are installations for 


a spe- e Cyclic Catalytic Reforming* ¢ Carburetted Water Gas 

Paes e Pipe Lines and Gas Mains e Liquefied-Petroleum Gas 

~~ ¢ Natural Gas Utilization e Synthesis Gas 

—_ e Peak Shaving and Standby 

peeds *Patents Pending 
7 UNITED ENGINEERS & CONSTRUCTORS INC 
~~ 

t to 

city NEW YORK17 PHILADELPHIA 5  CHICAGO2 

_~" WITH A BACKGROUND OF OVER SIXTY YEARS’ EXPERIENCE 
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. » pacemaker | 
power generating equipme 


This photo shows Elliott team 
at its best — three units vital to 
nomical power —— groupe 
a single utility pl ant. In the same) 
although not shown in the photo 
also an Elliott surface condenser 
an Elliott evaporator pre-heater. 


’ 


Wherever quality performance 
valued you are likely to find the E 
nameplate on a wide variety of n 
power plant equipment. 


c 








ELLIOTT COMPA 


Deaerator and Heater Dep 
JEANNETTE, PA. 

Plants at: JEANNETTE, PA. * RIDGWAY, 

AMPERE,N.J.* SPRINGFIELD, 
NEWARK, N. J. 

DISTRICT OFFICES I* PRINCIPAL CI 
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Pater. q North Carolina Independent Telephone Association begins annual convention, Pine- 
rmance hurst, N. C., 1951. 


the Ell q ee am of Electrical Engineers ends fall general meeting, Cleveland, 
#0, a 











¥ New England Gas Association will hold safety conference, Boston, Mass., Nov. 8, 1951. 








{ Life Insurance Advertising Association begins annual meeting, Williamsburg, Va., 1951. 








b | south Yat? Independent Telephone Association begins annual convention, Colum- 








{ Mid-Southeastern Gas Association will hold meeting, Raleigh, N. C., Nov. @ 
8, 9, 1951. 





4 Southeastern Electric Exchange begins annual sales conference, New Orleans, La., 1951. 











@ NovEMBER 9 





q acy Electric Association, Prime Movers Committee, begins fall meeting, Johns- 
town, Pa., 





q Poets, Patipendens Telephone Association ends 2-day annual convention, Roanoke, 
a., 1951. 





{ Michigan Association of Broadcasters ends 2-day meeting, Detroit, Mich., 1951. 





q Northwest Public Power Association, Accounting Section, will hold meeting, Olympia, 
Wash., Nov. 8, 9, 1951. 








{ American Petrolewm Institute begins annual meeting, Chicago, Ill., 1951. 








I New Jersey re Association will hold annual meeting, Absecon, N. J., .) 
Nov. 15-17, 





S| } ay mata Association begins 2-day annual convention, Oklahoma City, 
a. . 


— — 
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Public 
Utilities 


FORTNIGHTLY 
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Gas Industry Advances 
Despite Obstacles 


Facing multiple complications growing out of the defense emer- 

gency, the progress of the gas industry is clearly demonstrated 

by its current record of expansion. Temporary obstacles, such 

as steel shortage, are regarded as challenges rather than bar- 
riers, as will be seen in this inspiring message. 


By D. A. HULCY* 
PRESIDENT, AMERICAN GAS ASSOCIATION 


gas utilities underwent a number 


[ common with other industries, the 
of changes in the economic picture 


of the nation during 1951. A minor 
boom was in force in the first quarter 
of the year. Gas companies and gas 
appliance manufacturers achieved new 
sales records of gas and appliances. 
Credit restrictions, higher taxes, and 
increased living costs retarded con- 
sumer buying in the second quarter. 


*For additional personal note, see “Pages 
with the Editors.” 
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Shortages of steel and other materials 
in the third quarter restricted appli- 
ance production and limited construc- 
tion of new facilities and plant expan- 
sion in the gas industry. But despite 
these obstacles there is every indica- 
tion that the gas utilities will add more 
than 750,000 new customers in 1951 
to the more than 28,000,000 custom- 
ers now being served. Sales of utility 
gas to ultimate customers this vear are 
expected to exceed those of 1950 by 
at least 15 per cent. 
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Last year was a record-breaking 
one for the gas industry. The gas 
utilities reached new high levels in cus- 
tomers served, total sales of gas, and 
in total revenues. Gas appliance man- 
ufacturers sold more than 3,100,000 
ranges, a new record. Water-heater 
sales also climbed to a new level when 
2,100,000 units were sold in 1950. 
Sales of gas refrigerators, clothes dry- 
ers, and gas air-conditioning units 
passed all previous marks. More than 
1,000,000 gas space-heating units were 
sold last year. 


HE gas industry was not content 

with these records. Stimulated 
by the intensified advertising and pro- 
motional campaigns carried on under 
the American Gas Association’s Pro- 
motion, Advertising, and Research 
(PAR) plan, sales of gas ranges, gas 
water heaters, and other appliances 
ran 25 per cent ahead of 1950 in the 
first four months of 1951. The con- 
tinued rapid expansion of our natural 
gas pipeline systems enabled gas utili- 
ties to serve more customers, though 
the supply never quite caught up with 
the demand. 

The tide of prosperity rose steadily 
for the first five months of 1951. 
Then it began to ebb. Scare buying 
was over and credit restrictions put a 
brake on purchases of appliances and 
other durable goods. Shortages of 
materials and governmental controls 
limited production of appliances. 
Taxes and increased costs of living in- 
tensified competition for the consum- 
er’s dollar. Merchandise began to pile 
up in warehouses in the second quarter 
of the year. 

Basic conditions throughout the in- 
dustry were favorable. A survey by 
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the AGA Statistical Bureau showed 
the gas industry planned on spending 
about $4.59 billion for new construc- 
tion during the five years ending with 
1955. More than $1.25 billion of this 
amount was earmarked for 1951 to 
enable the gas companies to serve new 
customers and to take care of increased 
demands of present customers. 

Other surveys showed the demand 
for gas service was not abating. A 
large majority of the new homes built 
in 1950 within gas company franchise 
areas chose gas for one or more resi- 
dential uses. In territories where 
builders and home owners did not 
have to pay for the cost of extending 
gas mains, the ratio in favor of gas 
was very favorable. 

The demand for gas for house heat- 
ing continues to exceed the ability of 
the gas companies to serve all new cus- 
tomers in several areas, necessitating 
some restrictions on new services in 
critical areas. The construction plans 
for added facilities to help meet this 
tremendous demand had to be limited 
to some extent because of the need for 
vital materials for the nation’s defense 
program. But in spite of these diffi- 
culties, the gas industry hopes to add 
more than 800,000 new gas space- 
heating customers in the 1951-52 heat- 
ing season. 


le the third quarter there was some 
brightening of the economic out- 
look for the gas companies. Easing of 
the credit regulations enabled the gas 
industry to cash in more extensively 
on its promotional efforts, though in- 
tense selling effort still is needed to 


move appliances. The threat of 
blanket restrictions on sales of new 
services of gas has not materialized 
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and those companies having sufficient 
supplies of gas can obtain authoriza- 
tions to add new customers. 

Peace agreements in Korea will 
brighten the immediate situation, but 
the national defense effort must go on, 
at even an accelerated pace. This will 
continue the present shortages of ma- 
terials. Though it is too early yet to 
estimate the real effect of the defense 
program on the expansion plans of the 
gas industry, it is evident that there 
must be some curtailment. The Pe- 
troleum Administration for Defense 
has stated that there will not be enough 
steel and other materials to serve the 
defense needs and civilian require- 
ments as well. 

But the gas industry, by its con- 
tinued support of the association’s 
PAR plan, has demonstrated its faith 
in the industry’s future. Now in its 
sixth successful year, voluntary sub- 
scriptions by gas utility companies 
have raised more than $1,700,000 for 
the gas industry to expend this year. 


jones $600,000 a year 
now is being spent on gas indus- 
try research projects. New methods 
of making gas are being explored. The 
characteristics of the gas flame are be- 
ing studied from all possible view- 
points to the end that both fuel and 
appliances will achieve the highest 
point of efficiency. Under a project 
now under way, more than 2,000 auto- 
matic gas ranges will be field tested to 
ascertain the best type or types of 
single point ignition systems that will 
ignite all burners from a single 
switch. This will insure a “cool” gas 
range and one that will not consume 
any energy while not in use. Heavy 


demands for gas house heating create 
peak loads. Stand-by fuels are needed 
to meet these peaks and much time and 
effort are being devoted under PAR 
plan research to the interchangeability 
of fuels so that change-overs to these 
stand-by fuels can be made efficiently. 

No reduction is contemplated in the 
size or the intensity of the advertising 
and promotional efforts under the 
PAR plan. National advertising will 
continue to bring the story of the at- 
tributes of gas and gas appliances to 
Mrs. America. Co-ordinated, indus- 
try-wide promotional campaigns such 
as the Old Stove Roundup and the 
Spring Festival will continue to aug- 
ment the power of our national adver- 
tising by the unified advertising and 
promotional force of the gas utility 
companies, the gas appliance manu- 
facturers, and the dealers. 


oe gas will be brought to 


new areas. The metropolitan 
New York and New Jersey areas and 
the South Atlantic coast states now 
are receiving natural gas in substantial 
quantities. One natural gas transmis- 
sion line is well on its way to serving 
New England. Additional systems 
will bring natural gas to this highly 
industrialized area as soon as mate- 
rials are made available to the pipeline 
companies. 

In the light of these many encour- 
aging factors, it is difficult to predict 
anything except an optimistic outlook 
for the gas industry, barring any un- 
foreseen drastic change in our national 
economic picture. Our _ industry 
should register moderate gains in 1951 
and should forge ahead to new records 
next year. 
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The Gas Industry and PAD 


The Federal official responsible for the administra- 

tion of defense material controls as they affect the 

natural gas industry explains the organization of the 

control machinery set up by the Petroleum Admin- 
istration for Defense. 


By C. P. RATHER* 
ASSISTANT DEPUTY ADMINISTRATOR, PETROLEUM ADMINISTRATION 
FOR DEFENSE 


HERE is in the Defense Produc- 
tion Act's “Declaration of 


Policy” a long, cumbersome, but 
important sentence that reads: 


It is the intention of the Congress 
that the President shall use the pow- 
ers conferred by this act to promote 
the national defense, by meeting, 
promptly and effectively, the require- 
ments of military programs in support 
of our national security and foreign 
policy objectives, and by preventing 
undue strains and dislocations upon 
wages, prices, and production or dis- 
tribution of materials for civilian use, 
within the framework, as far as prac- 
ticable, of the American system of 
competitive enterprise. 


That sentence is significant in any 
assessment of the work of the Pe- 
troleum Administration for Defense, 
of which I am an assistant deputy ad- 
ministrator in charge of gas transmis- 

*For additional personal note, see “Pages 
with the Editors.” 
OCT. 25, 1951 


sion and distribution operations. For 
the sentence defines in its own wavy the 
complex obligations that rest upon 
PAD. 

There is a primarv obligation to 
promote the national defense. 

There is a secondary obligation to 
prevent, “as far as practicable,” undue 
strain on the normal civilian economy. 

For every part of PAD this double 
duty presents momentous problems. 
There is a delicate balance needed be- 
tween the two requirements, and that 
balance is not easv to achieve. But the 
gas branch finds the situation pecul- 
iarly challenging in view of the indus- 
try tradition with which it must work. 


Bde: gas industry has always pro- 
ceeded, quite properly, on the as- 
sumption that it was the domestic con- 
sumer, the average householder, who 
came first. Industrial consumers, even 
those that used large volumes of gas, 
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were strictly of secondary importance. 
That is why the industry has always 
had interruptible contracts with the in- 
dustrials, providing for cutoffs of 
service whenever needed to assure suf- 
ficient supplies for that primary mar- 
ket, the domestic user. 

But in PAD, obviously, the em- 
phasis has had to be changed. We 
have been required by the terms of the 
act that establishes us to give first at- 
tention to the national defense. And 
that has meant often that we have 
been moved to actions that give prior- 
itv attention to industrial customers, 
for these manufacture the very weap- 
ons of defense. Undoubtedly we shall 
be moved to other such actions in the 
future. If gas is needed to keep a vital 
steel mill in operation or for any other 
of the many demands of the defense 
effort, we are going to have to try to 
get that gas for such use. Except that 
failures in service to the domestic user 
who is dependent upon gas for heat 
and food must be avoided, all other 
considerations will have to be sub- 
ordinated. 

This has been no easy job, and it is 
not going to get easier. But it is a job 
that has to be done, for it may affect 
the nation’s survival itself. 

For this task, there has been set up 
within PAD a gas transmission and 
distribution branch with whose re- 
sponsibilities many are still un- 
familiar. In brief, the PAD setup 
looks like this : 


Mo natural gas production is, of 
course, inextricably linked with 
the production of liquid petroleum. A 
wildcatter starting to sink a well can 
only hope that it will not be a dry hole, 
that it will produce gas, or petroleum, 
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or both. It is impossible, therefore, to 
attempt to separate responsibilities in 
the field of production, saying, “This 
string of casing is for gas and that for 
oil.” Since PAD has quite enough to 
do in other quarters, it has not attempt- 
ed the impossible. It has put adminis- 
trative responsibility for the efficient 
and equitable distribution and use of 
oil country tubular goods for both oil 
and gas in a single division, the pro- 
duction division. 


6 Becws are, of course, some cases 
where natural gas production is in 
fact separate and distinct from the 
production of crude oil. Dry gas and 
gas condensate fields, for instance, 
produce no crude oil. In these cases 
responsibilities with respect to the 
gathering, compressing, processing, 
and treating of the gas have been given 
to another operating division, the nat- 
ural gas production and processing di- 
vision. This division is also responsi- 
ble for all phases of the processing of 
casinghead gas. 

This pattern of operations is sub- 
stantially that followed in the Pe- 
troleum Administration for War dur- 
ing World War II. 

In matters concerning the manu fac- 
ture of gas and the transmission and 
distribution of all gas, natural and 
manufactured, the pattern has been 
changed, however. In World War II 
these were the responsibilities of the 
War Production Board’s Office of 
War Utilities. Today thev are vested 
in PAD. Three operating divisions 
handle the day-by-day administrative 
work in the field—the gas planning di- 
vision, the gas operations division, and 
the gas facilities division. 

The gas planning division is a pro- 
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PAD’s Problems 


a grt major battle ever since controls over materials were estab- 

lished early this year has been to get the materials needed by the 

oil and gas industries for essential expansion. It has not, unfortunately, 

been too successful a battle to date. PAD, of course, is ina kind of com- 

petition with every other claimant defense agency in Washington to get 
materials allocations.” 





gram group concerned with long- 
range estimates and planning. It 
forecasts future supplies of and de- 
mands for gas and recommends the 
steps to be taken to assure that ade- 
quate supplies are available where and 
when they are needed. 

The gas operations division is 
charged with seeing to it that the ex- 
isting facilities for transmission and 
distribution of natural gas and the 
manufacture and distribution of arti- 
ficial gas are used to promote the 
defense mobilization goals. 

The gas facilities division is pri- 
marily concerned with the construc- 
tion of additional facilities for gas 
transmission and distribution. This 
division must prepare and evaluate 
claims for materials needed either to 
start new construction projects or to 
complete those already under way. It 
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also has to screen those projects to 
make sure that PAD will not, in this 
time of short material supply, be ask- 
ing for any materials except those that 
are absolutely essential. 

In general, the facilities division 
must, in light of PAD’s defined re- 
sponsibilities, work always with the 
thought that service to the armed 
forces and the Atomic Energy Com- 
mission must be given top priorities. 
And that means, of course, that the 
industries that make the essential ma- 
terials required by both the armed 
forces and the AEC must be given 
such priorities. 


HERE are, broadly speaking, four 
classifications into which projects 
fall: 
First, supply. This would cover 
gathering lines, transmission laterals 
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connecting new supplies to existing 
main-line transmission systems, and 
plants for the manufacture of gas. 

Second, projects that do a big job 
with relatively little use of critical 
materials. This would cover gas stor- 
age projects, compressor stations on 
existing pipelines, and other projects 
to help meet peak-load requirements. 

Third, projects to maintain exist- 
ing service. This would include rein- 
forcing mains in city distribution sys- 
tems, transmission service lines into 
areas dependent upon gas, or any 
other project similar in nature. 

Fourth, projects to extend service 
into new areas. This would include 
the extension of transmission or dis- 
tribution service into any area that was 
not dependent on gas or the use of 
service connections for consumers not 
dependent on gas. 


paren generally are assigned 
priorities in this descending order. 
A long wait may be involved in these 
days for those projects at the bottom 
of the scale. 

When this long wait develops, the 
answer is simple: There is not enough 
steel. 

PAD’s major battle ever since con- 
trols over materials were established 
early this year has been to get the ma- 
terials needed by the oil and gas in- 
dustries for essential expansion. It 
has not, unfortunately, been too suc- 
cessful a battle to date. PAD, of 
course, is in a kind of competition with 
every other claimant defense agency 
in Washington to get materials alloca- 
tions. In the competition it has had at 
least one major disadvantage. The 
chief needs of the oil and gas indus- 
tries are for plate steel since plate is 


537 


used in the fabrication of pipe. But 
plate is needed as well in ships and 
planes and tanks and in the new mills 
that have to be constructed if the sup- 
ply of steel is to be expanded. The oil 
and gas industries, then, must vie with 
top-priority projects whose impor- 
tance in the national defense is 
obvious. 


Fenn figures tell the story of what 
has happened. In the third quar- 
ter of this year the estimated require- 
ments of steel for gas transmission 
and distribution were 855,261 tons. 
But the Defense Production Adminis- 
tration, the top allocation authority, 
gave PAD only enough steel so that 
PAD in its turn could allocate only 
533,000 tons for this purpose. That 
was only 62 per cent of the minimum 
requirements. For the fourth quarter 
PAD claimed 676,000 tons of steel 
for gas transmission and distribution. 
It had available for allocation from 
the DPA only 509,201 tons, or 75 per 
cent of minimum requirements. 
These allocations, incidentally, 
point up a problem on which I had oc- 
casion to speak before the Kentucky 
Oil and Gas Association in Ashland, 
Kentucky, on June 21st this year. 
“There was some concern in the gas 
industry,” I said at that time, “that it 
would be swallowed up by the oil in- 
dustry or its problems more or less 
ignored if responsibility for its defense 
mobilization was placed in PAD in- 
stead of in a separate agency. I wish 
to take this opportunity to say public- 
ly that such concern can be forgotten. 
I have yet to find a situation involving 
the utilization of critical materials as 
between oil or gas in which the es- 
sentiality of the respective projects 
OCT. 25, 1951 
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was not the primary consideration in 
determining the allocation of the ma- 
terial. Whether it was gas or oil was 
of no significance. It is my considered 
opinion that the gas industry is fortu- 
nate to be under PAD and have the 
advantage of the experience of those 
people, formerly in PAW and some- 
times referred to as ‘retreads,’ to as- 
sist in presenting its case in the defense 
effort.” 

Nothing that has happened since 
June has caused the slightest change 
in that judgment. 


iy the third quarter gas received 75 
per cent of its estimated require- 
ments where PAD as a whole received 
62 per cent. Obviously, the necessity 
of completing important gas lines be- 
fore winter was recognized and as- 
sistance was given ahead of other 
projects where time was not so impor- 
tant. The gas industry was the bene- 


developing in oil transportation which 
will have to be met. Under such cir- 
cumstances “relative essentiality” will 
again be the deciding consideration 
and oil transportation may be the 
beneficiary. 

This is not to pretend that PAD is 
doing a perfect job. Perfection will 
forever remain beyond the grasp of 
men. But at least we in PAD are try- 
ing. There are many things we should 
like to be doing that we are not, but 
we have neither the staff nor the time 
to accomplish them. 

Everyone at PAD is fully con- 
scious that ours is a strictly temporary 
agency. Those of us who are from in- 
dustry count strongly on that fact, be- 
ing anxious to get back to our own in- 
dustry jobs as soon as possible. But 
PAD is enlisted for the duration of 
the need. We who are inside the 
agency can, only with the co-operation 
of you in industry, do the job that lies 
ahead. 


ficiary. Now, serious problems are 





The Usefulness of Capital 
we Pye is the harness that puts enerqy to work. The 
question whether private capital will be permitted to 
perform its historic function in the years ahead is the biggest 


social problem in America. You can’t drill four miles deep 
into the earth for petroleum by hand. You have got to use 
capital, that is machines... . 

“Business . . . is mankind's greatest benefactor and the 
principal supporter of the government. Through ignorance of 
the horse-power facts of life, tension is increasing between the 
owners of tools and the users of tools. This class struggle is 
dividing our people... 

“Because up to now the American has rejected the poisonous 
doctrine of the class struggle, we have, by serving each other, 
served all mankind.” 

—L. S. Wescoart, 
President, Pure Oil Company. 
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State versus Federal Control 
Of Natural Gas 


About the only important change of interest to utilities in the 
1951 edition of the revision of the Defense Production Act was 
the so-called “Bow amendment” permitting state regulatory 
commissions to handle the distribution of natural gas in their 
own areas in the event of supply shortage. Here is an article 
by the author of this legislation explaining its background and 
purpose and the intent of Congress in approving it. 


By THE HonoraBLE FRANK T. BOW* 
U. S. REPRESENTATIVE FROM OHIO 


n the midst of the celebration of 

this past Fourth of July holiday, 

another sort of a giant firecracker 
was exploded without warning under 
the natural gas industry. It was 
learned that the Petroleum Adminis- 
tration for Defense, a temporary divi- 
sion of the Department of Interior, 
was contemplating a nation-wide ban 
that would restrict natural gas com- 
panies from supplying gas to any new 
heating customers for heating homes 
or to any large volume industrial cus- 
tomers without the approval of PAD. 

The heating restrictions were to 
cover both new gas installations and 
conversions. According to Bruce K. 


*For additional personal note, see “Pages 
with the Editors.” 
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Brown, Deputy PAD Administrator, 
the reason for such an order was that 
inadequate amounts of steel available 
made it impossible to complete essen- 
tial gas pipelines. He declared that 
unless something was done promptly 
a serious gas shortage would confront 
the nation next winter. 

Seldom has word of an impending 
government order spread such mass 
consternation throughout so large a 
segment of our industrial United 
States. In a few score years the nat- 
ural gas industry has grown until to- 
dav it has become the sixth largest 
industrv in the nation. Allied with it 
are millions of people and thousands 
of businesses both large and small. 
Thousands of industries use gas-fire 
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equipment. Many thousands earn 


their living selling and installing gas 
appliances. Millions now use gas to 
heat their homes. To abruptly im- 
pose such a freeze on so large a por- 
tion of business and people would be 
to invite catastrophic consequences. 


FTER the first reaction of shocked 
disbelief, the industry rallied to 
fight for its life. A storm of protest 
and warnings burst about the ears of 
PAD as gas appliance manufacturers, 
dealers, and members of the allied 
trades assailed the far-reaching pro- 
posal. Spokesmen for Gas Appliance 
Manufacturers Association hurried to 
Washington to urge PAD to recon- 
sider, and try to learn what was be- 
hind the ban. 

It was found that the catalyst which 
had touched off the order was that one 
gas distribution system was undoubt- 
edly going to be short on gas this com- 
ing winter. It had applied for some 
sort of restrictive ruling and instead 
of a localized ban, the proposed nation- 
wide order had resulted. 

But why, the gas appliance industry 
spokesmen asked, should the whole 
country be penalized for one such 
case? Intelligent restrictions were 
nothing new to the industry. It had 
operated under state restrictions dur- 
ing World War II and is doing so at 
the present time. Ever since the start 
of the present emergency, it had been 
limiting its manufacturing schedules 
and accumulating inventory in accord- 
ance with the anticipated limitations 
of gas usage imposed by defense allo- 
cations. But now to be suddenly and 
arbitrarily cut below these would be a 
damaging, if not fatal, blow to its 
operations. To be denied markets for 
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their equipment would be a death blow 
to thousands of small businessmen. 
Additionally, the treeze would be a 
threat to the livelihood of a sizable 
portion of the nation’s heating instal- 
lation contractors and salesmen of 
dealers, and distributors’ organiza- 
tions. 

It was evident that if PAD had set 
out to disrupt a goodly portion of the 
defense effort, it could not have done 
a better job. Its proposed order would 
cut off, when it was most needed, the 
fullest utilization of gas in industry. 
Indirectly it would strike at defense 
work by aiming a devastating blow at 
small businesses engaged in defense 
subcontracting. Thousands more 
would be hampered by inability to 
launch new operations dependent upon 
gas. 


HE order would also affect the 
national housing program. Even 
under present restrictions, housing 
authorities have decided there must be 
constructed this year about 850,000 
new dwelling units. Responsible sur- 
veys have established that more than 
one-half of these houses—to be exact, 
57.4—are planned for gas heat. Only 
28.5 for oil heat and only 4.8 for coal 
heat. Thus hundreds of thousands of 
home owners would be denied the 
benefits and economies of gas heat. 
Referring to essential housing, one 
spokesman pointed out that “‘it is no 
exaggeration to say that if the exten- 
sion of gas heating is curtailed, some 
of these essential dwelling units will 
never be built. Many are in areas 
where the only heating facility avail- 
able is gas. Others are in regions 
where gas is simply the least costly 
fuel.” 
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Another obvious result was that 
such an order would contribute to the 
shortage of other fuels. All the coal 
that can be handled by the railroads is 
now being distributed from the mines 
to the consumers. Oil reserves in the 
national picture—produced oil, not oil 
still in the ground — are no greater 
than normal seasonal requirements 
dictate. In fact, the oil outlook is par- 
ticularly bleak since the shutting down 
of the world’s largest refinery in Iran 
and the consequent cutting off of the 
immense oil supplies counted upon by 
the British and countries in northern 
Europe. During the last war, gas was 
used when other solid and liquid fuels 
were short. The PAD order would re- 
duce its supply when it was most need- 
ed, thus further upsetting the balance 
of the entire fuel industry. 

Commented one authority, “How 
many more costly mistakes must be 
made before it is learned that this 
enormous production machine of the 
United States is based on integrated 
industrial planning? Hacking away 
at one segment or another of the in- 
dustrial picture can only diminish its 
output.” 


B” aside from the personal trag- 
edies and economic wreckage 
threatened by the order, perhaps the 
most disturbing aspect of the PAD 
proposal to those already concerned 
with the increasing centralization of 
power in Washington, was that it pre- 


sented a direct attack on the sovereign 
rights of the individual states. 

For many years, it has been cus- 
tomary for the state public service 
commissions to issue restrictive orders 
pertaining to the use of gas whenever 
such limitations were necessary. PAD 
was therefore apparently planning the 
duplication of a function now capably 
performed by the state commissions, 
which have long demonstrated their 
ability to issue regulatory orders 
whenever necessary to the public 
interest. 

Viewed in a critical light, what 
PAD proposed would ignore existing 
state regulatory bodies and might even 
be viewed as usurpation. 

I was first alerted to the proposed 
PAD order by a flood of telegrams 
from alarmed constituents in my state 
of Ohio, who had heard rumors of 
such a move. After investigating, I 
addressed a letter to the Honorable 
Oscar Chapman, Secretary of the In- 
terior, protesting against any such 
order which would limit the use of 
natural gas in Ohio. I stated that the 
public utilities commission of the state 
of Ohio had through its own action 
placed limitations on new installations 
and construction and done an admi- 
rable job with the administration of its 
orders. 

It was my opinion, I declared, that 
state regulatory agencies are in a bet- 
ter position to handle matters of this 
kind where they exert jurisdiction than 


7 


defense effort and national economy requires that steel 


q “THE vital importance of the natural gas industry to our 


allocation programs be re-evaluated and additional steel be 
made available for the gas pipelines as soon as possible.” 
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would be an administration at Wash- 
ington level. I further suggested that 
at least in these states where public 
utility commissions have acted that 
they be exempted from any order that 
might be issued by PAD. 


en only reply I received was the 
same that representatives of the 
industry and the chairmen of the state 
public service commissions were get- 
ting in meetings with the PAD offi- 
cials—that shortage of steel for pipe- 
lines required such an order unless 
there was to be a gas shortage this 
winter. 

This was far from satisfactory. In 
view of the threatened results, it 
seemed inconceivable that PAD would 
not have given more consideration to 
its proposal. Otherwise, what was be- 
hind it? Further study convinced me 
that this was nothing more than an 
attempt by the Interior Department to 
move further into the field of public 
utilities and private pipeline compa- 
nies. 

At this point, a happy circumstance 
intervened. At that moment the 
House of Representatives was consid- 
ering amendments to the Defense Pro- 
duction Act under which PAD would 
have to issue its order. This made it 
possible for me to introduce an amend- 
ment which would be germane to the 
legislation under consideration. I 
therefore immediately prepared an 
amendment to the Defense Production 
Act which would preserve the historic 
right of the several states to control 
the distribution of natural gas within 
state boundaries. It read as follows: 

No rule, regulation, or order issued 


under this act which restricts the use 
of natural gas (either directly, or by 
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restricting the facilities for the con- 
sumption of natural gas, or in any 
other manner) shall apply in any state 
in which a public regulatory agency 
has authority to restrict the use of nat- 
ural gas and certifies to the President 
that it is exercising that authority to 
the extent necessary to accomplish the 
objectives of this act. 
| apcuciage- support for the amend- 
ment, I brought the intent and 
consequences of the PAD order to the 
attention of my colleagues in the 
House of Representatives, the chair- 
men of state public service commis- 
sions, and the governors of the states 
threatened. 

The broad and unsatisfactory PAD 
order, I pointed out, clouded the au- 
thority of the state public utility com- 
missions which have demonstrated 
their ability to handle distribution of 
natural gas to the American public in 
both normal times and in emergencies. 
The rights of these commissions and 
of the states should not be taken away 
by any Federal agency. 

Furthermore, I warned that the 
proposed ban on new users of natural 
gas would seriously harm or put out 
of business some 50,000 retail and 
service businesses which depend for 
their livelihood on sales, installation, 
and upkeep of home and industrial 
heating appliances, and approximate- 
ly 300,000 workers for dealers and 
manufacturers. Financial losses in- 
herent in such action are estimated 
conservatively to exceed $100,000,- 
000, involving not only industrial or- 
ganizations but banks as well. 

The small businessman, already 
hard hit by the mobilization program, 
should not have his troubles com- 
pounded by an unnecessary Federal 
order, especially when specific emer- 
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The Basic Problem of Steel Pipe 


“... it would seem that more steps should be taken to help the nation 

take advantage of its tremendous natural gas reserves. With the country 

in the midst of an enormous defense effort, our supplies of coal, oil, 

and electric power cre being strained to the utmost. Obviously, the real 

answer to the gas supply problem for certain areas is the availability of 

additional steel pipe. But just as obviously, this cannot be solved by an 
order from the Department of the Interior.” 





gency shortages are handled every day 
by already duly constituted state 
authorities. 


a across the country the prompt 
response to my stand was most 
gratifving. Governors, state corpora- 
tion commissions and public utility 
commissions, Congressmen, and busi- 
nessmen, both large and small, wrote 
and telegraphed me that they were in 
thorough accord with my views. 

“Feel your amendment is highly 
important. We heating contractors 
have been taking a terrible beating this 
year,” wired one Pittsburgh con- 
tractor. 

“Wish to express my support... 
am definitely opposed to socialistic 
controls such as regulation contem- 
plated by PAD,” read another. 

“In case freeze of this type were to 
go into effect, our entire capital invest- 


ment, both in inventorv and fixed as- 
sets, would be frozen indefinitely. It 
would also mean the unemplovment of 
all our personnel — more than 100 
people. This would be nothing short 
of tragic...” 

“There is no reason why the Fed- 
eral government should usurp pre- 
rogatives of the state public service 
commissions whose long-range rec- 
ords are excellent in restricting use of 
gas during emergencies and times of 
fuel shortages.” 

Late in the evening of July 20th, the 
Bow amendment came up before the 
House of Representatives and was ap- 
proved by an overwhelming majority. 

Explained one member of Con- 
gress, “This (PAD order) is the per- 
nicious tvpe of government regulation 
which it is the duty of Congress to 
oppose and stop.” 

“There is definitely no necessity at 
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this, or any other time, for the Federal 
government to step in and superim- 
pose authority over the states. The 
state public service commissions are 
better informed and closer to local 
problems than government officials 
operating from Washington ever will 
be,” he added. 

“It is very apparent,” another Con- 
gressman declared, “that this regula- 
tion was not considered very thor- 
oughly and that its definite purpose 
and intent were deliberately distorted 
and confused. There were a number 
of political considerations involved, 
and certain selfish groups were at- 
tempting to use the power of the Fed- 
eral government to protect or advance 
their interests.” 


N July 3lst the amendment was 
approved by Congress and be- 


came part of the Defense Production 
Act which is now the law of the land. 

Astonishingly enough, however, 
PAD still did not give up. Under 
heavy fire from GAMA and trade 
groups and members of Congress, it 
had earlier eliminated the West coast 
states and all but a few states west of 
the Mississippi river after it was force- 
fully pointed out by state public serv- 
ice chairmen and its own gas advisory 
committee that these states were either 
gas producing themselves or their 
facilities were in excess of the winter 
demand. 

Under continuing pressure, PAD 
proposed that the order be reduced to 
15 states and the District of Colum- 
bia. After the Bow amendment be- 
came a law, it was felt that PAD 
might drop the order altogether, but 
instead it issued it anyway to include 
New York, Michigan, Wisconsin, 


OCT. 25, 1951 


Ohio, Pennsylvania, Virginia, West 
Virginia, Kentucky, Maryland, Dela- 
ware, New Jersey, Massachusetts, 
Rhode Island, Connecticut, and New 
Hampshire. 

This action deliberately spurned the 
provision written into the National 
Defense Production Act (HR 3871), 
with the specific view of preventing 
Federal usurpation of states’ rights, 
duplication of adequate state regula- 
tory agencies and powers, and more 
centralization of controls in Washing- 
ton. It was in effect a flaunting of the 
intent of Congress. On August 8th, I 
asked to be inserted in the Congres- 
sional Record a letter I had received 
from Senator John Bricker of Ohio 
which dealt with the ever-present 
danger of the attempt of several bu- 
reaus to flout the will of Congress and 
continue upon their roads to regula- 
tion and eventual socialization. Sen- 
ator Bricker’s letter read as follows: 

U. S. SENATE 
CoMMITTEE OF BANKING AND 
CuRRENCY 
Dear Frank: 


I want to take this opportunity to 
congratulate you on the fine work you 
did in persuading the House of Rep- 
resentatives to accept your amend- 
ment to the Defense Production Act, 
which will enable state public utility 
commissions to continue to regulate 
the use of natural gas. 

As you know, there was no com- 
parable amendment in S 1397, the 
Senate’s bill to amend the Defense 
Production Act. In my judgment, 
however, the Senate would have adopt- 
ed an amendment identical with your 
own had it been aware of the plan of 
the Petroleum Administration for De- 
fense to invade a field of natural gas 
regulation in which states’ regulatory 
commissions are better qualified and 
are already exercising jurisdictions. 
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I have no doubt that the majority of 
the Senate conferees on the bill to 
amend the Defense Production Act 
shared this view when they accepted 
the Bow amendment. Your amend- 
ment offers state governments an op- 
portunity to demonstrate that they can 
play an important role in the defense 
effort. If limitation orders on the use 
of natural gas continue to be adminis- 
trated efficiently and economically by 
the states, we may then consider what 
other defense activities could be per- 
. formed better at state and local levels. 
The possibility of serious natural gas 
shortages this winter in particular lo- 
calities presents a real challenge. I am 
confident that the state regulatory 
commissions will meet these shortages 
with regulations that are adequate, 
selective, and flexible and which sub- 
ject business, labor, and home owners 
to a minimum of inconvenience. All 
this will be in happy contrast to the 
maladministration which inevitably 


attends the centralization of regulatory 
authority here in Washington. To- 


day’s New York Times carried a story 
on page 38 which indicated that the 
Petroleum Administration for Defense 
plans to pressure the public utility 
commissions of 15 states into adopting 
its own proposed order prohibiting the 
use of natural gas. If this report is 
correct, it means that the clear intent 
of Congress is being flouted. I hope 
that the public utility commissioners 
who are to meet with the officials of 
the Petroleum Administration for De- 
fense realize that Congress had more 
faith in their regulation than that pro- 
posed by the PAD. If the Secretary 
of the Interior continues to try to 
usurp state authority in violation of the 
clear intent of Congress, I think we 
should consider divesting him of his 
responsibility of the Defense Act of 
1950. 
Sincerely yours, 


Joun W. Bricker (signed)” 


A Senator Bricker predicted, the 
PAD “slowdown” order was is- 
sued on August 15th. The net effect 
of the order, however, was practically 
nil since any or all of the 15 states af- 
fected can free themselves from its re- 
strictions by certifying to the Presi- 
dent of the United States that they are 
taking the necessary steps to regulate 
gas within their boundaries, as pro- 
vided for in the Bow amendment. 

Meanwhile, it would seem that more 
steps should be taken to help the na- 
tion take advantage of its tremendous 
natural gas reserves. With the coun- 
try in the midst of an enormous de- 
fense effort, our supplies of coal, oil, 
and electric power are being strained 
to the utmost. Obviously, the real 
answer to the gas supply problem for 
certain areas is the availability of ad- 
ditional steel pipe. But just as ob- 
viously, this cannot be solved by an 
order from the Department of the 
Interior. 

PAD is on record as estimating 
that the amount of line pipe allotted 
to the natural gas industry for the 
third quarter of this year was insuffi- 
cient to complete necessary projects. 
It has stated that steel available for 
gas transmission lines and distribu- 
tion lines is only 59 per cent of the 
absolute minimum needs as deter- 
mined by PAD. 

The vital importance of the natural 
gas industry to our defense effort and 
national economy requires that steel 
allocation programs be re-evaluated 
and additional steel be made available 
for the gas pipelines as soon as 
possible. 
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Is Gas Rate Regulation 
Realistic? 


With the declining value of the dollar both the regu- 

lators and the regulated are asking questions about 

the equity of our prevailing system of fixing public 
utility rates. 


By STUART M. CROCKER* 
CHAIRMAN OF THE BOARD, THE COLUMBIA GAS SYSTEM, INC. 


)METIMES it seems as if public 
utility regulation in the United 


States were moving in circles. 

But actually these developments re- 
flect an effort on the part of both the 
regulators and the regulated to har- 
monize the process of rate making 
with the economic changes resulting 
from the vagaries of dollar values 
through the vears. Needless to sav, 
we have not found the answer vet. If 
anything, the volatile inflationary era 
through which we are passing today 
has posed for many regulatory com- 
missions the need of a fresh examina- 
tion of their approach to rate fixing. 
Just before the turn of the century, 
we had the state legislatures attempt- 
ing to fix rates by legislative fiat— 
railroad passenger fares in Nebraska 
at so much a mile, manufactured gas 


*For additional personal note, see “Pages 
with the Editors.” 
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rates in New York at a dollar a thou- 
sand cubic feet. The U. S. Supreme 
Court put an end to that process by 
calling for more exacting standards of 
regulation in the celebrated Smvth vz. 
Ames Case in 1898. Then regulation 
moved into a new phase, rate fixing 
under judicial supervision. During 
the last two decades we entered a third 
phase. Regulatory commissions have 
now been delegated almost complete 
discretion over rate making. 


Bee. the regulatory rule over 
utilities has passed through the 
constitutional branches — legislative, 
judicial, administrative. Now, once 
more questions are being asked as to 
whether our regulatory machinery is 
working successfully. And if it is not, 
where else can we turn for remedy un- 
less it be the legislatures? Full circle? 
Perhaps. But the important thing is 
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finding the answer, or at least some 
reasonably workable solution. 


9 us consider our circular evolu- 
tion in regulation another way. 
In Smyth v, Ames, the railroads in 
Nebraska were seeking rates based on 
their outstanding capitalization, which 
should, very roughly at least, approxi- 
mate investment. During the period 
when the courts were active in super- 
vising rates, reproduction cost came 
into prominence as a measure of the 
rate base. More recently, especially 
before Federal commissions: such as 
the Securities and Exchange Commis- 
sion and the Federal Power Commis- 
sion, there has been a strong trend 
toward the original cost concept of ac- 
counting and rate making. 

Today, with the purchasing power 
of the dollar drifting lower and low- 
er, once more we hear questions as to 
whether a strict original cost basis 
is realistic. We hear financial advisers 
warning about the need for fixing 
rates that will attract the investor. 
And if we have to fix rates on that 
basis, wouldn't we be coming pretty 
close to another full circle? 

The real trouble, of course, lies in 
the historic deterioration of the dollar 
itself. If the dollar would stay put 
long enough, any reasonable formula, 
intelligently applied, might work 
satisfactorily. But it seems to be the 
nature of a formula to become hard- 
ened and rigid in its application after 
a period of use. 

Unfortunately our wandering dol- 
lars do not obey precedent. And our 
independent investor, who has the 
right to say where he will place those 
dollars, is not subject to the edicts of 
our regulatory commissions. If he 
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does not like the results, he simply 
takes his dollars elsewhere and the 
public utilities are left to argue their 
problems with the commissions. 

To illustrate what the combined 
effect of declining dollars and the pre- 
vailing rate formula has had on the 
gas business, I would like to use as an 
example that segment of the business 
with which I naturally am most 
familiar—The Columbia Gas System. 
The philosophy of our system man- 
agement has been that the customers, 
the emplovees, and the investors are 
partners. Management is responsible 
for their respective interest. In the 
chart accompanying this article, we 
see how the residential customer, the 
employee, and the common stockhold- 
er have fared during the past decade. 
(See chart, page 548.) 


U™= the period of 1935 through 
1939 as a dollar value base, we 
have shown on this chart by percent- 
age changes what has happened to 
these three partners in our enterprise. 
In doing this we have recognized the 
decreasing purchasing power of the 
dollar and have indicated at the top of 
the chart the present relationship of 
each year’s dollar to the dollar of the 
base period. 

Now let us take a look at the three 
groups, starting out with the residen- 
tial customer. The price of residential 
gas today is approximately the same 
as it was during the base period so 
that, after we recognize the fact that 
he is paying for his gas today with a 
depreciated dollar, he is, in effect, re- 
ceiving 72 per cent more gas for his 
money today than he was in the base 
period. 

Next take a look at the employee. 
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He has not fared as well as the cus- 
tomer but average wages and benefits 
have increased steadily. In 1950, even 
when adjusted to reflect the deprecia- 
tion of the value of the dollar, average 
wages and benefits were about 35 per 
cent more than they were in the base 
period. Just so there will be no mis- 
understanding as to how the employee 
has fared, let me relate the employees’ 
figures to the more familiar measure 
—the cost of living. Comparing the 
1950 figures with the same base period 
used on the chart, the index for em- 
ployees’ wages and benefits had risen 
for 1950 to 231, which was 60 points 
or 35 per cent greater than the in- 


creased cost of living for that period. 

But now look at the third partner, 
the common stockholder. He started 
out all right in 1940 but then came 
World War II. Tax rates were in- 
creased and an excess profits tax was 
enacted which imposed an unfair tax 
burden on many utilities. This inequity 
was corrected in the current excess 
profits tax, but during the war years 
of 1941 through 1945, stockholders’ 
earnings were hit severely. After the 
excess profits tax was repealed in 
1946, his earnings improved some- 
what ; but then came our $204,000,000 
construction program. This time he 
was really hurt. 
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COLUMBIA GAS SYSTEM 


DECREASING PURCHASING POWER OF THE DOLLAR AND ITS EFFECT 
ON CUSTOMERS, EMPLOYEES AND COMMON STOCKHOLDERS 
LJ 


1940 1941 1942 1943 1944 


1945 


s BASE PERIOD 


1946 1947 1948 1949 


* These figures represent the Purchasing Power of the Dollar with the years 1935 through 1939 as the base period. 


Source: U. S. Bureau of Labor Statistics. 
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——— his earnings have again 
improved somewhat, but even to- 
day his earnings per share of com- 
mon stock, when adjusted for the de- 
preciation of the dollar, are 12 per 
cent less than they were in the base 
period. Obviously, if these three 
partners are to receive comparable 
treatment, something must be done for 
the stockholder. His earnings must 
be increased. 

I would like nothing better than to 
be able to tell our more than 76,000 
Columbia stockholders — men and 


women who have invested hard cash: 


in our enterprise—that they will re- 
ceive fair treatment from all regula- 
tory bodies. 

Let us turn now to the regulatory 
picture. Our system operates in seven 
states and its local operations are in 
general subject to the jurisdiction of 
the state regulatory commissions. In 
addition, many of our operations are 
subject to the jurisdiction of the Fed- 
eral Power Commission. Regulation 
is nothing new. Utility companies 
have lived under it for many years, 
but one question has had no per- 
manent answer. 

What amount should a utility be 
permitted to earn? As we have already 
noted, over the years many methods 
of arriving at this answer have been 
tried — reproduction cost new, fair 
value, prudent investment, return on 
capital, and original cost—these are 
the ones which have been used most 
frequently. 

Currently, the trend in the Federal 
courts seems to be that it does not mat- 
ter which method is used as long as 
the “end result” is fair and equitable. 
This has been further amplified as 
meaning that a utility should be per- 
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mitted to earn an amount which will 
permit it to retain its financial in- 
tegrity, provide a fair return to its 
security holders, and attract new capi- 
tal. I would not quarrel with this 
theory; but, since the “end result” can 
be subject to many interpretations, it 
still does not answer the question of 
what are proper earnings. 

Many state regulatory commissions 
are approaching the problem in a 
manner which provides fair and 
equitable treatment to both the cus- 
tomer and the common stockholder. 
Other commissions, however, seem 
concerned mainly with the problem of 
keeping rates as low as possible, with- 
out much apparent regard for the 
future of the industry. 


| yee people are obviously con- 
fused about the true earnings 
status of utility companies. In fact, 
this confusion is not limited to utility 
earnings but applies to the earnings of 
all corporations. You hear, all too fre- 
quently : “That company earned $100,- 
000,000 this year as compared to $70,- 
000,000 last year. It’s too much.” 
What these critics fail to recognize 
is that these increases in dollar earn- 
ings must be related to increases in 
sales, which in turn have required in- 
creased investments in plant and in- 
ventory. When considering the earn- 
ings of corporations, such critics think 
in terms of dollars. They do not think 
in terms of the purchasing power of 
those dollars. Certainly, for all other 
purposes, everyone is complaining to- 
day of the increased cost of living. 
If regulation is going to work suc- 
cessfully and equitably, it must recog- 
nize the rights of common stock in- 
vestors. Stockholders are not a class 
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Is Regulation Moving in Circles? 


sa revenge it seems as if public utility regulation in the United 

States were moving in circles. But actually these developments 

reflect an effort on the part of both the regulators and the regulated to 

harmonize the process of rate making with the economic changes re- 

sulting from the vagaries of dollar values through the years. Needless 
to say, we have not found the answer yet.” 





apart—for the most part they are in- 
dividuals just like anybody else. And 
regulation must recognize the effect 
of the depreciation of currency on the 
purchasing power of earnings from 
common stock investments. 


 Pyoued no one today holds out 
any hope that the purchasing pow- 
er of the dollar will soon be restored to 
its 1940 level. On the contrary, it ap- 
pears that the downward trend may 
continue. This condition is recognized 
by labor, which has frequently re- 
ceived wage adjustments to offset the 
increased cost of living, and is prepar- 
ing even now to ask for more. Why 
not give similar treatment to the com- 
mon stockholders of a utility? For the 
dollars which he invested last year or 
ten, fifteen, or twenty years ago, is it 
fair that he should receive a return 
which does not recognize the deprecia- 
tion in the value of the dollars he now 
receives? 
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[” us for a moment consider the 
peculiar position of a natural 
gas utility. It is sometimes referred 
to as a legalized monopoly; but just 
what does that mean? It certainly 
does not mean that it is free of compe- 
tition. True, it does not ordinarily 
compete directly with other natural 
gas companies; but it does compete 
with electric utilities and with oil and 
coal. Regulation does not insure the 
natural gas utility against loss from 
this competition nor does it guarantee 
that earnings will remain at proper 
levels during times of depression. The 
common stock of a bankrupt natural 
gas utility can be just as worthless as 
the common stock of any other bank- 
rupt. 

I am not suggesting that wholesale 
bankruptcy for the industry is in the 
offing. On the contrary, the natural 
gas industry today is in the soundest 
financial position of its history and 
its present ability to raise new capital 
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has, in my opinion, never been exceed- 
ed by any industry. My plea is that 
now is the time to improve regulatory 
procedures and laws so as to keep tts 
financial condition sound. This is 
especially necessary, because utility 
companies are not able to finance any 
substantial part of their growth from 
retained earnings but must do so 
through the sale of additional securi- 
ties. A sound financial condition and 
' proper earnings are necessary if the 
utility companies are to attract the re- 
quired new capital. 

Finally, let us consider the gas pro- 
ducer. When a fuel having operating 
advantages over competing fuels sells 
at a much lesser cost than those com- 
peting fuels, the reasons must be close- 
ly examined. To the extent that it is 
due to inherent advantages, and I am 
referring to its transportation and 
utilization advantages, the cost differ- 
ence may be justified. However, when 
it is not due to these causes, that is 
another story. First, I believe the 
rates charged for natural gas should 
rise as certain of the regulatory com- 
missions adopt a more equitable 
theory of rate making. Secondly, I 
believe that as a general premise the 
value of natural gas at the well should 
go higher so that it will sell more in 
relation to the field value of compet- 
ing fuels. 


| paper to say, producers are not 
a special class of people who are 
not affected by the decreasing value of 
the dollar. The cost of drilling, oper- 
ating, and maintaining wells has in- 
creased and the dollars received by in- 
dependent producers for their gas will 
buy no more than the dollars received 
by anyone else. This question of the 
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decreasing purchasing power of our 
currency affects everyone. Recogni- 
tion of that fact should not be con- 
fined to labor or any other class alone. 

So it naturally follows that if nat- 
ural gas field prices are increased and 
the earnings of the utilities are per- 
mitted to rise, then retail prices of nat- 
ural gas must be increased. This 
would obviously lessen some of the 
present demand. From a long-range 
viewpoint, it would be much better 
for the natural gas companies and the 
natural gas producers if these immedi- 
ate demands were lessened. 

We already are finding it, however, 
impossible to keep demands under con- 
trol. Wouldn’t it be better to have a 
lessening in demand with a consequent 
improvement in the long-range picture 
of natural gas? Certainly that would 
be better than this present orgy of ex- 
pansion in the use of one of our great 
national resources without due regard 
for its true economic value. 

Also, it appears that field prices 
should rise to bring them into line 
with competitive fuel prices in the 
field. If this can be accomplished, it 
should be done over a period of time 
and any increase in field prices must 
be synchronized with increased retail 
prices. Since the latter requires action 
by regulatory commissions, it is bound 
to be a slow and gradual process. 


HE recent order of the Petroleum 

Administration for Defense re- 
stricting service to new space-heating 
customers in some areas has focused 
attention on our immediate supply 
problem. I imagine that all of the dis- 
tributors in the Appalachian area have 
had experiences somewhat similar to 
ours. Since the additional require- 
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ments for gas in the Appalachian area 
must be taken care of by bringing in 
gas from the Southwest, the require- 
ments must be anticipated months and 
even years ahead. 

From the standpoint of the trans- 
portation company, gas supplies and 
reserves must be secured, the approval 
of regulatory commissions must be 
obtained, and the additional facilities 
must be engineered, financed, and 
constructed. On the part of the Ap- 
palachian companies, gas storage 
facilities must be provided and addi- 
tional facilities, both transmission and 
distribution, must be constructed. 


8 apnea large additional supplies of 
gas are received, we cannot ex- 
pect the situation to improve in the 
near future because, in spite of restric- 
tions, demands will continue to in- 


crease. But while more pipe and plant 
expansion may be thematerialanswers 
to our immediate problem, these will 
not be forthcoming indefinitely, unless 


attractive investment opportunities 
are also provided. This brings us 


right back to the basic question of this 
article—fixing rates which will be fair 
to the industry as well as the consum- 
ing public and employees. 

For the future well-being of our in- 
dustry and its customers, additional 
load should come on in an orderly 
manner. Our big problem is to con- 
trol the increasing demand for natural 
gas in the face of the considerable 
price differential which exists. 

In a nonregulated industry the eco- 
nomic law of supply and demand 
would normally take care of such a 
situation. When the supply was not 
sufficient to meet the demand it would 
operate to control the demand by in- 
creasing prices. But that economic 
law does not apply to a regulated busi- 
ness. 

In short, I believe that the price 
situation requires some adjustment. 
Retail gas prices should be in- 
creased in order to bring them more 
in line with competitive fuel prices. I 
am of the opinion that such an in- 
crease is justified because I believe 
utility earnings should be higher. 





ROVED recoverable reserves of natural gas in the United 
States on December 31, 1950, were estimated at 185.59 tril- 
lion cubic feet as compared with 180.38 trillion cubic feet a year 
earlier, an increase of 5.21 trillion cubic feet. Production of 
natural gas during 1950 was 6.89 trillion cubic feet and new dis- 
coveries and expansion of estimates of former reserves amount- 
ed to 12.11 trillion cubic feet. Despite the tremendous increase 
in use of natural gas for domestic and industrial fuel use, total 
production of natural gas during 1950 increased only 648 bil- 
lion cubic feet, attesting to the big decrease in flaring of natural 
gas in the fields and to the efficacy of conservation methods 

being practiced by the natural gas industry. 
Source: American Gas Association. 
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Rate and Financing Problems 
Of Gas Industry 


What are the factors which must be considered in fixing a 

return sufficient to assure confidence in the financial integrity 

of gas utility enterprise, so as to maintain its credit and attract 

capital? The author has analyzed this exacting question, and 
has spelled out some interesting answers. 


By WALTER J. HERRMAN* 
VICE PRESIDENT, SOUTHERN CALIFORNIA GAS COMPANY 


N accepted standard test among 
A economists for earning com- 
parisons is the rate of return 

on stockholders’ equity. For example, 
the Federal Trade Commission and 
the Securities and Exchange Commis- 
sion publish a regular quarterly report 
which shows the percentage rate of 
income related to the associated equity 
investment of United States manufac- 
turing enterprises, both in total and 
by industry groups. The aggregate 
investment involved in these compari- 
sons is about 130 billion, so it is a 
comprehensive and representative re- 
port. By way of illustration, the an- 
nual rate of return for the last quarter 
of 1950, for the all-companies group, 
was 16.4 per cent. For the auto group 
it was 16.8 per cent ; for the petroleum 


*For additional personal note, see “Pages 
with the Editors.” 
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group it was 18 per cent, etc. Of 
course, these percentages relate to 
total equity investment, including both 
preferred and common stock, so that 
the rate on the common stock only 
would naturally be higher. The ma- 
jority of these companies have only 
a nominal debt, and it is, of course, 
axiomatic that where the debt is larger 
than average, the risk and the rate of 
return will be higher than average. 
One basic reason for these high per- 
centage rates in recent years is be- 
cause today’s income dollar has a 
lesser real value than the average in- 
vestment dollar which was dedicated 
to the business when its purchasing 
power was generally much higher. 


). reer factor which has resulted 
in a high earning rate on invest- 
ment is the use of depreciation based 
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on cost. Obviously, a company which 
assigns only $1 of depreciation as ex- 
pense when it costs $3 to replace the 
worn-out facility is overstating earn- 
ings by $2. Without attempting to 
take sides on the issue as to whether 
such additional costs should or should 
not be reflected in depreciation ex- 
pense, the facts of the matter are that 
as long as the accountants and the In- 
ternal Revenue Department elect to 
use original cost depreciation, man- 
agement has no recourse but to pro- 
vide the extra requirements out of so- 
called income. As Roland Bird, editor 
of the London Economist, put it: 
Present-day income reports should be 
certified to only with proper qualifica- 
tions, which Mr. Bird suggested might 
read somewhat as follows: 


Subject to the capital market provid- 
ing sufficient resources to make good 
the drain that has occurred through 
(a) “inflation,” (b) “wrong price pol- 
icv.” (c) “the taxation of capital”— 
all of which are “made to masquerade 
as income’’—subject to these qualifica- 
tions, “such balance sheet and profit 
and loss account give a true and fair 
view. 


wy us now turn to the Hope Natural 
Gas Company decision of 1944,} 
wherein the U. S. Supreme Court said 
that the measure of return for a gas 
company should be the return earned 
on other comparable investments. We 
have seen first that the accepted and 
proper comparison is the rate of earn- 
ings on investment, and we have seen 
also with respect to a broad cross- 
section of industrial investments that 
the rate of return in recent years has 
averaged 15 or 16 per cent as com- 
pared to 10 per cent or less prior to 
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1946. Finally, we know that this in- 
crease in the rate of return is to a 
large degree the result of changes in 
the purchasing power of the dollar, 
and that the effective return is actually 
much lower. 


A a general rule, it is not considered 
suitable to use the earnings of 
industrial companies as a criteria for 
utility earnings because industrial 
earnings tend to fluctuate rather 
widely, whereas utility earnings are 
inclined to be more stable. But this 
raises a pertinent question : What part 
of the high industrial earnings in the 
last five years was due to boom con- 
ditions, and what part was due to the 
change in the value of the dollar? 
Even when business was slow as in 
1949, the earnings rate was still 
approximately 14 per cent, whereas in 
comparable slow periods prewar, such 
as 1938, the rate dropped to 5 per 
cent. At the oiher extreme — when 
business has been prosperous—as it 
was last vear—the annual rate was 
17.1 per cent, compared to only 11 per 
cent in a prosperous prewar vear like 
1937. These differentials, I submit, 
indicate a general lifting of the earn- 
ing rate, and the fluctations of the 
business cycle are simply superim- 
posed on this higher basic rate. Thus, 
while earnings of industrial com- 
panies cannot be used indiscriminately 
as a basis for utility earnings, we must 
still bear in mind this fundamental 
change in earnings rates which arises 
out of an imbedded inflation and 
which permeates our entire economy, 
including the utilities. 


, I ‘HE degree to which these changes 
in earning levels has been re- 
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flected in the utility industry has not 
been uniform, because earnings of 
utilities, at least for the shorter term, 
are controlled by regulation rather 
than by natural economic forces, and 
because the concepts and methods of 
regulation vary from state to state 
and even within the same state. For 
example, the states of Ohio, Pennsyl- 
vania, Indiana, Michigan, Illinois, and 
Delaware generally recognize changes 
in property values, and utility earn- 
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ings in those jurisdictions have tended 
to keep more nearly in line with earn- 
ings in other industries. In other 
states, like Texas, lowa, Florida, and 
Mississippi, regulation is largely at 
the local community level, and in most 
cases the utilities in those states have 
faired reasonably well. 

In Louisiana and Missouri, there 
has been special treatment of the de- 
preciation accounts, which has been 
helpful even though on a limited scale. 
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It is interesting to note, in this con- 
nection, that informed investors, such 
as the investment trusts, are well 
aware of these regulatory distinctions 
and their purchases of utility common 
stocks are influenced accordingly. As 
a result, commissions in some other 
states, where regulation is nominally 
on a cost basis, have nevertheless 
recognized the practical aspects in- 
volved by increases in the rate of re- 
turn, or by other modifications in the 
more rigid formule heretofore em- 
ployed. H. M. Miller, formerly presi- 
dent of the NARUC and one-time 
chairman of the Ohio Public Utilities 
Commission, summed the situation up 
in a talk to the New York Society of 
Security Analysts in November, 1949, 
when he said: 


I believe there is widespread recog- 
nition among the state commissions of 
the need for application of sound eco- 
nomics in the solution of utility prob- 
lems. 

It is true that there have been some 
contrary trends in the last twenty 
years. I believe, however, they have 
run their course; at least I think I see 
evidence to that effect in many quar- 
ters ...in the long run, in a capitalistic 
system, or elsewhere, the consumer is 
served best if his utility is treated 
fairly. 

The application of sound economic 
principles is particularly important in 
a period of violent change, such as that 
which we are now witnessing. Rules of 
thumb which do rough justice during 
long periods of stability have no place 
in a period characterized by rapid 
changes in volume, in nature of the 
load, in operating ratios, and in plant 
expansion. 


Fe yew by a more liberal and practical 
attitude on the part of the com- 
missions and by its own constant 
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search for more efficient methods, the 
average utility has done an excellent 
job of keeping rates low and earnings 
reasonable at the same time. It is not 
necessary for me to compare utility 
rates with other items that make up 
the cost of living—we all know that 
the increase in the price of our product 
has been practieally nil in a world 
where almost all other costs have 
doubled. 

What may surprise some of us is 
that, in spite of our low prices, many 
companies have nevertheless been 
able to report earnings of 10, 12, and 
14 per cent and higher on their stock- 
holders’ equity. One reason for this 
is that a relatively small rate increase 
may have a greatly magnified impact 
on return, although this beneficial 
effect is being reduced as income taxes 
are increased. For example, in an 
average utility with a plant-revenue 
ratio of 4 to 1 and an operating ratio 
of 80 per cent, a rate increase of 10 
per cent would increase the rate of 
return 50 per cent before income taxes 
and 25 per cent after income taxes. 
Another factor in our favor is the 
high value of our service to our cus- 
tomers in relation to price—so that we 
are able to increase the price without 
noticeably affecting the demand. 


Resco all of these considerations 
together, in determining the rates 
and total return requirements for a 
specific company, the objective should 
be to bring the earning rate up to a 
level in line with that of more prosper- 
ous sister companies. A minimum 
level, in my opinion, would be the 
average earning rate of a large group 
of companies, such as those reported 
by Gas Facts or by the Federal 
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Relative Earnings—Utilities and Industrials 


(24 AS of mid-1951, the industrials stand 70 per cent above prewar, 

the utilities only about 13 per cent, and this is in spite of the 
relatively good earning showing by many individual companies. While 
the performance of industrial shares should not be taken as an un- 
qualified standard for the utilities, these price trends should be much 
more closely in gear if we are to maintain the investor confidence 
needed to sell our securities in the large amounts that will be required 

over the next several years.” 





Power Commission. Even these larger 
groups, which naturally include some 
companies where the return is inade- 
quate, are averaging approximately 
12 per cent on their common stock 
equity (principally natural gas dis- 
tribution companies). 

Obviously, unless the earnings 
available for stockholders are on a 
parity with such averages, the par- 
ticular company does not meet the 
criterion of the Hope Case, and, as 
time goes on, its credit status and its 
ability to attract new capital on favor- 
able terms in competition with other 
companies will be impaired. 


T= brings me to the collateral 
problem of financing. So far 
most Pacific coast companies have 
been able to obtain new capital with- 
out too much difficulty, although a 
number of issues have not moved as. 
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promptly as the security dealers would 
have liked. 

From my contacts with the invest- 
ment business, I know that one very 
important characteristic which has 
always been sought after in a stock 
is growth of earnings, and this has be- 
come doubly important in light of 
today’s severe inflation when mainte- 
nance of purchasing power is a 
primary consideration. If the growth 
prospects are not good, investors tend 
to reduce their appraisal of a stock in 
relation to earnings.* For example, if 
Company A has a record of increasing 
its earnings say 10 per cent annually, 
whereas Company B has a record of 
stable earnings, the market may pay 
perhaps $15 for each dollar of current 
earnings of Company A as compared 


2 This is borne out in Moody’s “Stock Sur- 
vey,” August 6, 1951, comparing market yields 
of “growth” stocks with “income stocks.” 
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with say $10 for each dollar of cur- 
rent earnings of Company B. 

Thus, investors may be willing to 
pay almost twice as much for a given 
present income from stocks whose 
earnings are growing as for the same 
income from stocks whose earnings 
are stable. Lack of earning growth 
can readily result in higher capital 
costs to a utility, with a consequent 
need for higher rates. 

From the investors’ point of view, 
Stability of earnings actually means 
slipping backward, as dividend dollars 
lose their value in terms of purchasing 
power. This is especially true in light 
of our Federal tax policy, which taxes 
current income at maximum rates, 
whereas the tax on capital gains is 
presently limited to 25 per cent. It is 
necessary, therefore, before we can 
sav whether our financing has been 
fully successful, to determine at what 
prices we have been able to sell our 
securities in relation to the market for 
other issues, taking into consideration 
prices over a period of vears. 

A simple pragmatic test is the mar- 
ket record itself. 


’ I ‘HE chart on page 555 shows the 


comparative record of utility and 


industrial stock prices related to 
1935-39 average quotations as pub- 
lished by Standard & Poor’s. In 1940, 
and for several years after, security 
markets were depressed owing to the 
war and to controls and high taxes. 
Observe, however, that utilities, which 
we consider to be a stable type of in- 
vestment, declined substantially more 
than the industrials, so that in 1942 
they had lost more than 50 per 
cent of their 1935-39 average price, 
whereas the average industrial de- 
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clined only a little more than 25 per 
cent. 

Note, also, that when prices began 
to come back—the industrials recoy- 
ered their loss by 1944, whereas the 
utilities still lagged by 25 per cent. 
Then, as we entered the postwar 
period, the gain in industrials was 
about 30 per cent, but the utilities did 
only about half as well, and, at the 
first turn in the market, even this 
minor improvement was lost again. 
The big differential has come with the 
price inflation since 1949. 

As of mid-1951, the industrials 
stand 70 per cent above prewar, the 
utilities only about 13 per cent, and 
this is in spite of the relatively good 
earning showing by many individual 
companies. While the performance of 
industrial shares should not be taken 
as an unqualified standard for the 
utilities, these price trends should be 
much more closely in gear if we are 
to maintain the investor confidence 
needed to sell our securities in the 
large amounts that will be required 
over the next several vears. A study 
which I made recently of 40 large 
eastern gas and electric utilities 
showed that 34 had increased their 
dividends since 1946, and that the 
average increase was approximately 
45 per cent.* This study carried me to 
the end of 1950, and I saw recently 
from a New York Stock Exchange re- 
lease that additional dividend in- 
creases averaging 13 per cent had been 
made in the first six months of 1951. 


y last point in connection with 
financing relates to sources of 


3 Companies with gross revenue over $10,- 
000,000 whose common stock was outstanding 
in hands of public for period 1946-50. 
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RATE AND FINANCING PROBLEMS OF GAS INDUSTRY 


funds. On the average, gas companies 
have depended pretty largely over a 
period of years on depreciation cash 
and bonds as primary sources of new 
money, but in the last year or two, 
they have also gone to the market for 
some new common stock money. My 
guess is that, from here on out, they 
will all be more dependent on common 
stock funds, first because the total 
volume of new money requirements is 
so large in relation to depreciation 
cash, and secondly because many of us 
have about used up most of the mar- 
gin that we consider safe for the issu- 
ance of senior securities. 

Our problems in this connection are 
very much greater than those of other 
businesses because our utility status 
forces us to expand whenever our cus- 
tomers demand service, regardless of 
the economic consequences, and also 
because the amount of our investment 
is so much larger in relation to reve- 
nues than in other lines of business. 

Consider how manufacturing com- 
panies obtained their capital for new 
plant in 1951. According to Business 
Ieck (issue of March 29, 1951), 86 
per cent of the requirements come 
from depreciation and retained earn- 
ings and involve no outside financing. 
Another 11 per cent is obtained from 
the sale of bonds and from senior 
securities. Onlv 1 per cent comes from 
the sale of new capital stock. 


| ange now at the record for Southern 
California Gas Company for the 
years 1938-46, inclusive. It is substan- 
tially the same as for the manufactur- 
ing companies in 1951. The same 
amount—86 per cent—of our total 
requirements came from _ internal 
sources. Fourteen per cent came from 
the sale of bonds, resulting in an in- 
crease in the debt ratio from 33 per 
cent to 35 per cent over the period. 

Next, consider the same California 
utility during the next four and a half 
years—1947 to date. One result is 
that internal funds—although total- 
ing about the same in dollars—pro- 
vided only about 27 per cent of our 
new money requirements. Bonds pro- 
vided about 42 per cent, bringing the 
debt ratio from 35 per cent to 47 per 
cent. The balance, about 31 per cent, 
had to be obtained by the sale of com- 
mon stock, which more than doubled 
the amount outstanding just four 
years ago. Previously, the bulk of our 
needs was generated from within— 
today the situation is just reversed and 
we must get most of our new money 
from outside investors. 

Compare this situation again with 
the industrial group — where new 
stock sales are only 1 per cent—and 
you will see why it is especially im- 
portant for the utilities to make a 
good earning showing if they are to 
attract this large amount of equity 


e 


“ . . one very important characteristic which has always 
been sought after in a stock is growth of earnings, and this 
has become doubly important in light of today’s severe 
inflation when maintenance of purchasing power is a 
primary consideration. If the growth prospects are not 
good, investors tend to reduce their appraisal of a stock 


in relation to earnings.” 
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capital to the industry. Nor is it 
safe, in my opinion, to assume that 
our past success in obtaining new 
capital will necessarily carry over 
into the future, because the amounts 
involved are so much larger and the 
relationships between the various 
classes of capital sources are chang- 
ing so radically. (AGA has esti- 
mated new capital requirements for 
the gas industry for 1951-55 at 
$4,590,000,000. ) 


| but not least, it is of course 
apparent that as larger percent- 
ages of our new capital come from the 
sale of stock, the cost of this money 
will increase sharply. Assuming new 
stock capital costs say 10 per cent 
(please do not confuse this with the 
higher return requirements on pres- 
ently outstanding capital dedicated to 
the enterprise in earlier years) this is 
approximately three times the cost of 
new debt capital, and the ratio is mag- 
nified in turn by income tax rates 
which make it necessary to collect $2 
in revenues to obtain $1 of net in- 
come. Meanwhile, the cost of bond 
money itself, which declined generally 
through 1950, has recently increased 


by approximately 20 per cent to 25 
per cent. 


N conclusion, I wish to emphasize 
that the impact of continued infla- 
tion is bringing us new and unique 
problems in rates and financing, which 
in my opinion will make it necessary 
for us to modify our former concepts 
of return requirements. I am reason- 
ably confident, for example, that utili- 
ties as a class cannot maintain their 
financial integrity and continue to 
attract capital with earnings rates sub- 
stantially less than those of industry 
in general. I am concerned over the 
acceptance of depreciation calculated 
on cost, while year-to-year replace- 
ments are being made at perhaps three 
times cost and the difference is 
absorbed by selling new securities 
which add nothing to plant or to 
revenues. There used to be a time 
when a business was something 
which we put money into with 
the expectation of getting out more 
than we put in. Today, in the utility 
business, we seem to be continuously 
putting in more and more money with 
the net withdrawals a large negative 
quantity. 





4 se finely prepared coals—used in a modern electric 
generating plant — produce almost seven times as 


much energy per ton as coal burned fifty years ago. 


“In 1900 it required an average of approximately seven 
pounds of coal to make a kilowatt hour of electric power. 
Today, more than 100,000,000 tons of coal are used annually 
in making electric power. If it still required seven pounds of 
coal to make a kilowatt hour of power, it would require more 
than 500,000,000 tons of coal annually to do the work that 
better coal and more modern burning facilities provide our 
country today.” 

—Excerpt from broadcast by the 
Bituminous Coal Institute. 
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Natural Gas As a Chemical 
Raw Material 


The doctrinaire Liberals of the 1930’s advocated a “planned” 

or restricted economy on grounds that America’s industrial 

frontiers were exhausted. They reckoned without the indus- 

trial resourcefulness which has made the chemical by-products 

of natural gas—taking a single example—as important as the 
original basis for development. 


By GERARD M. IVES* 
VICE PRESIDENT, GUARANTY TRUST COMPANY OF NEW YORK 


HIs is a story about natural re- 
[er with natural re- 
sources. It is a panoramic look 
at an ultramodern industry which is 
growing fast in the Gulf South’ in the 
manufacture of petrochemicals from 
natural gas and petroleum. It is a 
technological phenomenon of our time 
which indicates new and better things 
for our American mode of living. 
Being a banker, the writer does not 
profess to technical knowledge of 
chemistry and reliance is therefore 
placed on my New York bank’s sources 
of information relating to this notable 
industrial trend. Because my banking 


*For additional personal note, see “Pages 
with the Editors.” 

1The descriptive term used by the United 
Gas Pipe Line Company to delineate the area 
which it serves. 
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function is primarily concerned with 
the electric and gas utilities, I natu- 
rally follow with a layman’s interest 
this timely chemical development in- 
volving natural gas. 

The inception was in the 1920's, 
although the real significance of 
petrochemicals did not become evi- 
dent until the onset of World War II, 
and in the past six years their growth 
has been remarkable, notably in the 
Texas-Louisiana Gulf region. Some 
twenty-five years ago scientists of 
Cities Service Oil Company were 
searching for ways to stop pipeline 
corrosion. Gas was passed over a 
catalyst in a heated tube, and the com- 
pany found itself in the chemicals busi- 
ness because formaldehyde and other 
oxygenated chemicals were produced 
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in the reaction. In that time alcohols 
and certain crude organic chemicals 
were being made from petroleum, 
but the great chemical potentialities— 
as distinct from liquid fuels and lubri- 
cants—were to be explored. 


ae technology was making 
real advances in techniques for 
breaking down, building up, rearrang- 
ing, and revising the phenomenal 
hydrocarbon molecules which consti- 
tute natural gas and oil. In a real 
sense, the economic depression of the 
1930’s was the period of gestation of 
our newly important petrochemicals 
industry. Research laboratories were 
hard at work in their chemical ex- 
plorations. 

A revolution in textiles was being 
fashioned. Synthetic rubbers were 
coming up. Plastics uses were expand- 
ing. Welded, seamless steel pipe was 
opening up new vistas for marketing 
natural gas to consumers in the North 
and East. Atomic energy was in ger- 
mination. 

Union Carbide & Carbon Corpora- 
tion pioneered with new processes in- 
volving high-pressure synthesis from 
natural gas when its researchers got 
busy with refinery gases. From eth- 
ylene and propylene in particular this 
company developed a whole range of 
synthetic organic chemicals. There- 
after, the technological race was on. 
Meanwhile, in 1936, Standard Oil 
Company of New Jersey began mak- 
ing the petrochemical, ethyl chloride, 
at Baton Rouge. 

World War II created the big op- 
portunity. Aviation gasoline had to 
be produced in great volume. A new 
synthetic rubbers industry was built 
in haste and based upon butadiene. 
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Explosives in enormous volume were 
vital and toluene for TNT began to 
come out of oil. The historic trend 
began in the Gulf South where petro- 
leum and natural gas abound, along 
with sulphur, lime, salt, and other eco- 
nomic inducements. In 1941 Union 
Carbide & Carbon Corporation, which 
deserves such high praise for its pio- 
neering, located a plant at Texas City 
adjacent to the Pan-American re- 
finery. 

Subsequent settlements include 
such great names as Du Pont, Mon- 
santo, American Cyanamid, Dow, and 
Celanese, along with the established 
oil refiners whose trending into chemi- 
cals has been equally impressive. 
Originally attracted to the Gulf for 
producing magnesium from sea water, 
Dow Chemical Company expanded its 
activities into petrochemicals, Du Pont 
located there for making nylon salt, 
methanol, and polyethylene. Shell 
Chemical Corporation, near Houston, 
uses by-product gases from the adja- 
cent Shell refinery to make an astound- 
ing list of petrochemicals which in- 
clude such common items as glycerine, 
rubbing alcohol, and ethyl or “grain” 
alcohol. These mentions are merely 
high spots. 


Sis technology of petrochemicals 
from crude oil, refinery gases, 
and natural gas is ramified and inter- 
related. Our primary concern here is 
the use of natural gas as a chemical 
raw material. Carbon black and sul- 
phur extraction processes are outside 
of this scope, and synthetic rubbers 
are given only passing mention be- 
cause of space limitations. 

For our purpose here, what is nat- 
ural gas? It is considered to be the 
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light gaseous hydrocarbon molecules 
of methane (1 carbon), ethane (2 car- 
bons), propane (3 carbons), and bu- 
tane (4 carbons). Liquid gasoline 
consists generally of hexane (6 car- 
bons) through decane (10 carbons). 

At the wellhead, natural gas is a 
variable mixture. It is predominantly 
methane, with varying proportions of 
ethane, propane, butane, natural gaso- 
line, and impurities such as nitrogen, 
carbon dioxide, and occasionally hy- 
drogen sulphide and mercaptans. The 
natural gasoline is extracted. Propane 
and butane are recovered for their ex- 
panding commercial fuel markets, but 
they have important chemical useful- 
ness as well. In itself, ethane is not so 
important, but the fact that it is con- 
vertible into ethylene has great chemi- 
cal significance. 

Acetylene, ethylene, propylene, and 
butylene are gases which derive either 
from oil or gas. They are unsaturated, 
which in layman’s language signifies 
that the molecule is highly reactive and 
eager for chemical union. In fact, the 
layman would describe ethylene as the 
ethane molecule with two hydrogen 
atoms knocked out of it in the crack- 
ing process. 


Pip pesntonen CORPORATION OF 
AMERICA achieved notable suc- 
cess for its method using propane and 


butane for making chemicals needed 
for its acetate rayons, plastics, and 
other products. Its plant at Bishop, 
Texas, is to be supplemented by a new 
one to be at Pampa, in the Panhandle 
of Texas. It reacts those hydrocar- 
bons with oxygen from air to produce 
a wide range of chemicals, a major 
one being acetaldehyde, which in turn 
is converted into acetic acid. Other 
chemical reactions also produce for- 
maldehyde, methyl alcohol, normal 
propyl alcohol, butyl alcohols, pro- 
pylene glycol, and solvent mixtures. 
Methyl alcohol and formaldehyde 
both have an expanding commercial 
importance and are produced in the 
same facilities. Most methyl alcohol 
today is manufactured from natural 
gas, instead of coke oven gas and 
wood distillation as formerly. Form- 
aldehyde has bulk markets for plas- 
tics and other uses. Butadiene for 
synthetic rubbers starts out in some 
cases from the butane in natural gas. 
Acrylonitrile is a portentous name 
because of its basic significance to or- 
lon and the other man-created textile 
fibers which are expected to replace 
wool for many purposes. Acryloni- 
trile comes presently from ethylene 
oxide and hydrogen cyanide, but will 
come as well from acetylene and hy- 
drogen cyanide as derivatives of nat- 
ural gas. Jefferson Chemical Com- 


e 


cally familiar raw material for processing by continuous- 


q “NATURAL gas ts a relatively clean, laborless, and chemi- 


flow methods. It exists in a fundamental abundance which 
enables long-term planning, justifying heavy capital invest- 
ments. For long-term contracts to pipelines it is today 
worth about ten cents per thousand cubic feet, which ts 
well above its worth a few years ago.” 
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pany produces ethylene oxide. Ameri- 
can Cyanamid and Union Carbide now 
make acrylonitrile. The new Chem- 
strand plant at Decatur, Alabama, will 
use acrylonitrile made at Texas City 
for its new acrylic textile fiber and 
chemicals for plastics and synthetic 
rubber. Chemstrand fiber is made by 
Chemstrand, Inc., a company jointly 
owned by Monsanto and American 
Viscose Company, and it is very sig- 
nificant that Monsanto Chemical Com- 
pany will make the acrylonitrile out of 
natural gas. 


SB. importance of acetylene is 
familiar for welding metals, but 
consider its chemical potentialities. It 
is a basic “building block” in the elab- 
orate masonry of synthetic organic 
chemistry. Union Carbide & Carbon 
Corporation has its new process which 
involves a high temperature reaction 
of methane and oxygen. This process 
requires appreciably less power than 
any known electric process for making 
acetylene, and the company’s plant at 
Texas City is due for expansion. The 
company uses acetylene in the manu- 
facture of vinylite resins, which are 
important plastics. Its process will be 
confined to large-scale installations in 
areas having large natural gas re- 
serves, and to locations where the 
acetylene gas can be used directly in 
manufacturing. Chemical Construc- 
tion Corp., an affiliate of American 
Cyanamid Company, has North 
American rights to the Badische Ani- 
lin & Soda-Fabrik process for plants 
to produce acetylene from natural gas. 

One of acetylene’s potentialities 
may be for producing benzene, al- 
though the economic feasibility of this 
is questioned. Benzene is a basic aro- 
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matic “ring” molecule of great sig- 
nificance to a broad and colorful range 
of synthetics that include explosives, 
dyestuffs, solvents, biocides, medici- 
nals, pharmaceuticals, and so on. The 
aromatic ring-shaped hydrocarbons 
figure in a picturesque legion of end 
products characterized by color, 
aroma, and taste. A few among them 
are perfumes, artificial flavors, food 
colors, dyestuffs, and medicinals as as- 
pirin and barbiturates. There is pres- 
ently a world-wide shortage of ben- 
zene, which has come predominantly 
as a by-product of the coking of coal, 
and the apparency today is that coking 
sources are inadequate for satisfying 
our consuming needs. The trend of 
petrochemicals from oil refining into 
the very important aromatics is most 
significant. 

Pan American Refining Company, 
Humble Oil & Refining Company, and 
Shell Chemical Corporation are petro- 
chemicals producers already in the 
field of aromatics. It is impressive 
that the Koppers Company, an emi- 
nent name in coal tar, is joining the 
petrochemicals trend by projecting a 
new plant on the Texas Gulf. 


A of watchful interest to- 
day is the venture of Carthage 
Hydrocol, Inc., at Brownsville, Texas, 
which is now in operation. What its 
commercial success, or lack of it, may 
be in synthetic fuels is outside of the 
scope of this article. Built at great 
risk and courage, it is an outpost of a 
new frontier. Our attention here is on 
the plant’s production in bulk of 
chemicals generally classified as alco- 
hols, ketones, aldehydes, and organic 
acids which will be processed in the 
contiguous plant of Stanolind Oil & 
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Dynamic Growth of Petroleum Chemicals 


as gr apes and natural gas are as VERSATILE as they are vital to 

the economy of our industrial civilization as we know it in 

America today. The rapid growth and potentialities of petrochemicals 

are a great tribute to the farsighted devotion to scientific research evi- 

denced by the progressive spirit and outlook of our American oil and 
chemical industries.” 





Gas Company. Ethyl alcohol and ace- 
tic acid are principal ones. 
Carthage Hydrocol, Inc., applies 


the so-called Fischer-Tropsch tech- 
nique, although the American adapta- 
tion is so much improved over the Ger- 
man that it deserves its American 


name—the Hydrocol process. Nat- 
ural gas and oxygen from air are re- 
acted to provide “synthesis gas,” a 
mixture of carbon monoxide and hy- 
drogen. By catalytic procedure this is 
transformed into synthetic fuels plus 
organic chemicals mixtures, but the 
emphasis here is that the process is 
versatile and flexible. It can be 
manipulated to produce other things, 
especially ammonia, from the synthesis 
of the residual gas. Ammonia is the 
common carrier of nitrogen. 

(A possibility in the research stage 
is the usage of “synthesis gas” in the 
reduction of iron ore to iron. If 
feasible, this might be attractive in 
iron ore areas having natural gas but 
no coking coal. ) 
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page ammonia from _nat- 
ural gas has become so im- 
portant that today well over 40 per 
cent of the national production comes 
from this source. From ammonia it 
is simple to make nitric acid, which is 
basic to explosives and of great com- 
mercial value as a crude chemical for 
other uses. Soil fertilizers represent 
bulk markets as ammonium nitrate 
and ammonium sulphate. Thus plant 
food chemicals, biocides, and such, are 
an expanding field for petrochemicals. 
Mathieson Chemical Corporation was 
in the forefront in making ammonia 
from natural gas. Of the oil com- 
panies, Lion Oil Company, at El 
Dorado, Arkansas, figures important- 
ly. Spencer Chemical Company at 
Pittsburg, Kansas, and elsewhere, 
produces nitrogenous products, meth- 
yl alcohol, and dry ice, which derive 
from natural gas, steam, and air as 
raw materials. It has recently put in 
operation a new ammonium nitrate 
plant, and plans a new anhydrous am- 
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monia plant at Vicksburg, Mississippi. 
Other makers of nitrogenous products 
include Commercial Solvents Com- 
pany, Phillips Chemical Company, 
and Mississippi Agricultural Chemi- 
cal Company. 

Ammonia from natural gas has en- 
larging agricultural and industrial 
uses. Small grains, sugar cane, and 
produce growers are increasing their 
needs for fertilizer. The airplane is 
being applied increasingly for spread- 
ing fertilizer over fields. The new 
method is significant wherein irriga- 
tion water is used to carry in solution 
the enriching chemicals and spread 
them over the crops. 

New chemical textiles are more or 
less children of natural gas, among 
which are orlon, dynel, dacron, chem- 
strand, etc. Ethylene glycol is the nat- 
ural gas element in dacron. Rohm & 
Haas and Du Pont currently make hy- 
drogen cyanide from natural gas and 
ammonia, with others coming in. This, 
with acetylene, produces the acryloni- 
trile which figures so prominently. In 
fact, it is being prophesied that syn- 
thetics will do to wool what nylon did 
to silk. 


; poy focus of attention centers 


on Mathieson Hydrocarbon 
Chemical, a new company organized 
by Mathieson Chemical Corporation 
and stockholders of Tennessee Gas 
Transmission Company. The latter’s 
natural gas pipeline will be tapped at 
a point in Kentucky for withdrawing 
heavier hydrocarbon components from 
the gas stream flowing eastward to 
market. 
Let us assume that fuel gas flowing 
through a pipeline to market is per- 
haps 95 per cent methane, with maybe 
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2 or 3 per cent ethane and heavier 
components, and a small impurity of 
nitrogen. Consider the ethane alone. 
That ethane can be subjected to high 
temperature cracking to produce eth- 
ylene, which is very important for 
making ethylene glycol (antifreeze), 
ethylene oxide, polyglycols, ethylene 
dichloride, and polyethylene. Derived 
products are useful for cellophane, 
synthetic detergents, synthetic fibers, 
plastics, hydraulic fluid, and so on. 
Ethylene oxide is basic to acryloni- 
trile, with all that means to new syn- 
thetic textiles, detergents, and certain 
synthetic rubbers. 

Adjoining the Mathieson plant in 
Kentucky will be a new manufactory 
of General Aniline & Film Corpora- 
tion which may be ready by 1953. The 
Mathieson plant will supply the raw 
materials to General Aniline & Film 
Corporation for manufacturing into 
chemical products, with detergents 
and wetting agents figuring important- 
ly. 

Apparently a petrochemicals plant 
may locate, where economically 
feasible, along a natural gas pipeline 
anywhere. In point is the recent an- 
nouncement that National Distillers 
Products Corporation and Panhandle 
Eastern Pipe Line Company have 
formed the National Petro-Chemicals 
Corporation for operation in the 
Champaign-Urbana area of IIlinois 
where Panhandle’s natural gas pipe- 
line system joins the Trunkline Gas 
Supply Company. Ethane, propane, 
butane, and other hydrocarbons will 
be withdrawn from the natural gas, 
with chemical derivatives of ethane 
receiving initial emphasis. It is ex- 
pected that the extraction plant will be 
completed by the autumn of 1952 and 
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the chemicals manufacturing plant, 
notably for ethyl alcohol and ethyl 
chloride, by midyear 1953. 


“E peeey in petrochemicals from nat- 
ural gas include Cities Service 
Oil Company, whose plant at Tallant, 
Oklahoma, is a veteran producer. 
Tennessee Eastman Corporation is in 
the picture with a new plant at Long-! 
view, Texas. Ethyl-Dow Company is 
another. 

However great as a technological 
trend, it looks today as if petrochemi- 
cals will be only a minor consumer of 
natural gas, as measured against the 
enormous consumption of fuel gas. A 
million cubic feet weigh about 21 tons. 
A rough rule of thumb is that in the 
common petrochemicals the gas used 
is about half the weight of the finished 
product. By this reckoning, 1,000,000 
cubic feet of natural gas will make 42 
tons of a product, and 42 tons is a lot 
of petrochemicals. If methyl alcohol 
is taken as an example, the total out- 
put of synthetic methyl alcohol is 
about 664,000,000 pounds per year. If 
all of this were derived from natural 
gas, only 22,000,000 cubic feet per 
day of gas would be consumed. Some 
individual industrial consumers use 
100,000,000 cubic feet daily. 

Natural gas is a relatively clean, 
laborless, and chemically familiar raw 


material for processing by continuous- 
flow methods. It exists in a funda- 
mental abundance which enables long- 
term planning, justifying heavy capi- 
tal investments. For long-term con- 
tracts to pipelines it is today worth 
about ten cents per thousand cubic 
feet, which is well above its worth 
a few years ago. Most of the known 
natural gas reserves are committed to 
fuel gas markets, and usage for petro- 
chemicals is only a relative trickle. 


HAT is the general picture in mid- 

year 1951, as it looks to a New 
York banker. Industrial trends are of 
the greatest importance to a bank and 
it is the trend which is of such interest 
here. It is a task to try, as herein, to 
confine the discussion to natural gas, 
as distinguished from petroleum and 
refinery gases. Specific mentions were 
not made for purposes of invidious 
comparisons, for the great names of 
oil and chemicals are in this astonish- 
ing petrochemicals development. 
About seven-eighths of the capacity is 
located in the Gulf South; yet it is only 
fair to say that petrochemicals are 
manufactured on the West coast and 
in the East and Canada, as well. Oro- 
nite Chemical Company, a subsidiary 
of Standard Oil Company of Cali- 
fornia, figures importantly in the 
West. 


7 


was the period of gestation of our newly important petro- 


q “In a real sense, the economic depression of the 1930's 


chemicals industry. Research laboratories were hard at 
work in their chemical explorations. A revolution in tex- 
tiles was being fashioned. Synthetic rubbers were coming 
up. Plastics uses were expanding. Welded seamless steel 
pipe was opening up new vistas for marketing natural gas 
to consumers in the North and East.” 
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Among prominent names are Esso 
Standard, Standard Oil Company 
(Indiana), Phillips Petroleum Com- 
pany, Socony-Vacuum Oil Company, 
Cities Service Oil Company, Texas 
Company, Shell Oil, Sun Oil, Conti- 
nental Oil Company, Lion Oil Com- 
pany, Sinclair, Ethyl Corporation, At- 
lantic Refining Company, Gulf Oil 
Corporation, Humble Oil & Refining 
Company, Pan American Refining 
Company, and so on. The rubber 
manufacturers obviously rely on 
petroleum sources for their synthetic 
rubbers. Recently the formation of 
American Petrochemical Corporation 
was announced by Cities Service Com- 
pany and Firestone Tire & Rubber 
Company for the manufacture of 
chemicals from petroleum hydrocar- 
bons. 

Quantitative and expanding mar- 
kets are apparent today in the new tex- 
tile fibers, detergents, fertilizers, plas- 
tics, and synthetic rubbers. The petro- 
chemicals trend of oil refining to 
watch today is into the colorful aro- 
matic synthetic organic chemicals 
which have long depended on the cok- 
ing of bituminous coal. Coal tar 


should continue to serve importantly; 
the point is that America’s consuming 
needs are expanding so rapidly that 
the supply of coal tar appears to be in- 
adequate. 


| panna and natural gas are as 
versatile as they are vital to the 
economy of our industrial civilization 
as we know it in America today. The 
rapid growth and potentialities of 
petrochemicals are a great tribute to 
the farsighted devotion to scientific 
research evidenced by the progressive 
spirit and outlook of our American 
oil and chemical industries. 

Let us recall the doctrinaire talk of 
political “Liberals” of the depressed 
1930’s when they advocated the 
“planned economy” on grounds that 
these United States had no “new in- 
dustrial frontiers.” They might have 
realized that the beckoning new fron- 
tiers were in applied science which 
has brought us clothing, plant foods, 
explosives, and so on, having their 
genesis in natural gas. Truly the great 
inventions of our time have been de- 
veloped in profit-motivated capitalistic 
America. 





Steel Mills Help 


Gas Firms Grow 


<4 OTs mills of Pittsburgh are stalwart helpers for the gas 
industry in its attempt to meet soaring fuel demands 


of factories and homes. 


“The nation’s pipe producers by 1950 had supplied 175,000 


miles of gas pipelines—enough to encircle the world 15 times. 
For the gas and oil industries combined, pipelines amounted 
to 533,000 miles—sufficient to girdle the globe 21 times, and 
weighing 60,000,000 tons. In 1950, pipe plants shipped over 
2,425,000 tons or 16,100 miles of pipe lines. 

“Total capacity in the nation for all pipe and tubular goods 
is 12,000,000 tons annually, an increase of 43 per cent n six 


years.” 
—W. L. RUSSELL, 
Press business editor, 
Pittsburgh Press. 
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The Safety Regulation of 
High-pressure Pipelines 


Conflict between national and local regulation has 

appeared in the field of safety control for high- 

pressure gas pipelines. Bills before Congress and the 

state legislatures point up the need of a practical and 
co-ordinated approach. 


By COLEMAN FARRELL* 


“Pipeline Dangers Stir Wide 
Concern” 

“Citizens Petition Legislature for 
Pipeline Safety Measures” 
“Regulation Inadequate and 
Haphazard, Study Shows” 


HESE headlines, picked at ran- 
Lo from current newspapers, 
point up one indisputable fact 
that is paramount in the natural gas 
pipeline safety issue. There are no 
adequate official safeguards against 
hazards of new high-pressure inter- 
state natural gas pipelines now author- 
ized and being built in this country. 
The emphasis is on the word official, 
because it is the crux of the argument. 
The question is how official can you 
get when it comes to pipeline safety? 
And who should get official? 
The subject has become a hot one 


*Professional writer of business articles, 
New York, New York. 
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in New England, where two high- 
pressure lines are now being built. Lo- 
cal concern about safety, and the 
collateral issue of real estate values 
and pipeline rights of way, has been 
felt in the halls of Congress. Repre- 
sentative John W. Heselton, Republi- 
can of Massachusetts, has introduced 
a bill calling for amendment of the 
Natural Gas Act to provide for Fed- 
eral authority to prescribe safety re- 
quirements. 

Two of the government agen- 
cies, the Department of Commerce 
and the Federal Power Commission, 
have reported to the House Interstate 
and Foreign Commerce Committee 
that such a measure would be in the 
public interest. But both were vague 
as to how to go about enforcement, 
and neither wanted the job of policing 
the pipeline industry on construction 
methods and maintenance. The bill 
(HR 88) is languishing in committee. 
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“T= only Federal safeguard now 
in force is that required by the 
Rivers and Harbors Act of 1899, 
which states that anyone building a 
structure of any kind in a navigable 
stream must file plans and obtain a 
permit from the Secretary of the 
Army, under pain of fine and im- 
prisonment. In the past, the Army has 
accepted standard practices commonly 
used in the pipeline industry for river 
crossings. These requirements have 
never been written into law. In fact, 
they have been modified in accordance 
with technological advancements in 
the industry. 

At the state, county, and local level, 
few safety regulations are in force. 
Some of these are concerned only with 
the less dangerous, low-pressure dis- 
tributing lines of gas utilities in mu- 
nicipalities and built-up areas. When 
it comes to the construction and 
operation of high-pressure interstate 
lines, there is some doubt in the minds 
of many state public utility commis- 
sioners as to their jurisdiction at all. 
Where the authority seems clear, ade- 
quate official safety codes are seldom 
in effect, and various operating and 
inspecting problems beset proper en- 
forcement. 

The number of pipeline breaks or 
failures every year is a matter of rec- 
ord. Most authorities estimate that 
between 100 and 200 breaks occur 
annually in the 275,000 miles of 
natural gas mains in the United 
States. Most of them occur in rural 
areas, and result in few casualties. 

The causes of pipeline failure are 
varied. Some breaks occurred while 
the lines were being tested for tight- 
ness by the constructors. Some were 
caused by welding failures or obsolete 
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pipe-laying techniques. Some were 
the result of corrosion, of laminations 
in the pipe wall, of gouges caused by 
vehicles, or by the application of unex- 
pected weight and vibration. Others 
were caused by freak accidents. The 
most notable break last year happened 
when a Delaware river vessel, in a 
10,000-to-1 shot, drifted off course in 
a fog and dropped anchor directly on 
a gas pipeline buried in the river mud. 
No one was hurt, but the main line 
between Philadelphia and Atlantic 
City was out of service several days. 


Ferre of the causes of failure 
in the lines reveals two important 
facts. First, many failures are appar- 
ently due to circumstances beyond the 
power of any safety authority to pre- 
vent. Second, many failures occur in 
older, war-built lines, which were not 
designed with the necessary protec- 
tive arrangements being incorporated 
into today’s pipelines. It can also be 
argued that failure of a line under test 
is in itself a precautionary measure, 
since a test is run at one-and-one-half 
times the maximum operating pres- 
sure to which the line will be subjected 
in service. 

A pipeline engineer explains the 
pattern of pipeline failures this way: 
Welding failures occasionally cause 
line breaks. But, contrary to public 
opinion, they are not a major cause 
of explosions. More frequently they 
cause leaks, which can be spotted by 
maintenance inspectors and corrected 
before they become serious. Corro- 
sion is a problem in older lines, be- 
cause it takes time for rust to eat 
through a half-inch wall of pipe, and 
because adequate anticorrosive pro- 
tection may not have been built into 
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National Safety Standards for Pipelines 


ae has been argued that scattered and nonuniform regulation of 

parts of high-pressure natural gas pipelines cannot be effective. 

This has been the position of those favoring the imposition of national 

safety regulations on the pipeline industry. A more realistic view- 

point is that a gas pipeline is a most complicated machine, which 

necessitates a thousand solutions to a thousand different problems of 
construction and operation.” 





earlier lines. Laminations, tiny flaws 
in the pipe wall, cause some line breaks 
and are the despair of pipeliners, since 
they cannot be detected except by 
X-raying the entire pipe, at prohibi- 
tive cost. But they occur so infre- 
quently that X-raying is unjustifiable. 


te of a welter of opinion, some- 
times conflicting, on the subject, 
it is fair to conclude that everyone 
thinks that pipe-making and pipe- 
laying techniques have greatly im- 
proved, especially since the war, so 
that today’s lines are inherently safer 


than earlier ones. Where older lines 
have shown weaknesses, it is agreed 
that the companies involved have gone 
to extremes to add safety factors 
wherever possible. And, as far as New 
England’s fearful citizens are con- 
cerned, there is evidence that the new 
lines will be constructed with more 
precautions and safeguards than could 
be required by any regulating author- 
ity empowered by law. 
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F its own part, the gas industry 
relies upon the self-policing prac- 
tices it has endorsed in other fields 
of gas utilization. Sound safety prac- 
tices at the wellhead and in the gather- 
ing fields are in keeping with the 
American Petroleum Institute Code, 
which is voluntary, but which outlines 
the minimum precautions which must 
be taken under field conditions. At the 
burner tip, at the other end of the line, 
customer safety is assured through the 
Laboratories Approval plan of the 
American Gas Association, which 
carefully inspects thousands of models 
of gas appliances yearly. In between 
the well and the burner, the industry 
uses as its starting point the provisions 
of the newly stiffened Code for Pres- 
sure Piping, sponsored by the Ameri- 
can Society of Mechanical Engineers 
and approved by the American Stand- 
ards Association. 

The Pressure Piping Code (known 
as ASA Code B31) became an Ameri- 
can standard in 1942. It has been 
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amended twice since, and an extensive 
revision was issued in May of this 
year. Its proponents in the gas busi- 
ness believe it should serve to 
establish minimum construction and 
operating requirements, and aid the 
industry’s self-regulation principles 
by obviating the need for outside 
regulation. If the authorities still 
wish to regulate, the code can serve as 
a workable guide for adoption or 
enactment of safety laws. 

When the first edition of the code 
was approved, the largest heavy-duty, 
cross-country gas pipelines were 20 to 
24 inches in diameter, and were oper- 
ated at pressures no higher than 900 
pounds per square inch. Since then, 
the construction of 34,000 miles of 
transmission lines has been authorized 
by the Federal Power Commission. 
Some of these lines have diameters of 
30 to 34 inches, and are designed to 
operate at about the same pressures. 

Improvement in materials has made 
it possible to increase the unit work- 
ing stresses in pipe walls, so that 
diameters may be expanded and the 
same thickness maintained without 
reducing the pressure. This has re- 
sulted in sizable savings in steel (as 
much as 100,000 tons in a thousand 
miles of line) and in a more efficient 
pipeline operation, making gas trans- 
portation for longer distances feasible. 


‘T= B31 Code already has played 
an important rdle in the extension 
of gas to large population centers. In 
1949, Michigan orchard owners pro- 
tested the installation of a gas pipeline 
through their properties, claiming it 
would be unsafe. The state public 
service commission investigated with 
the assistance of University of Michi- 
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gan engineering faculty members. The 
pipe was put through severe tests, and 
it was proved that pipe manufactured 
and built to the code specifications was 
quite safe. The Michigan commission, 
along with several others, now re- 
quires that lines built in the state con- 
form to the code requirement. 

The Federal Power Commission 
contends that the code has its short- 
comings; that it does not provide 
proper standards for modern high- 
pressure lines; and is not binding on 
anyone. Gas men reply that nobody 
claims the code is a performance 
standard, but merely sets forth mini- 
mums, beyond which pipeline builders 
and operators will inevitably go if 
they expect to get top-grade perform- 
ance out of the lines. They maintain 
that pipeline breaks constitute far 
greater economic hazards, to the utili- 
ties and their customers, than hazards 
to public safety. 

In actual practice, pipeline design- 
ers may exceed these ASA code mini- 
mums thousands of times in a single 
line, or the entire line may be built 
to more rigid specifications. H. D. 
Hancock, president of Gas Advisers, 
Inc., and the AGA’s representative on 
the code committee, has pointed this 
out often in discussing the code. “It 
is the duty of the designing engi- 
neers,” he states, “representing the 
users of gas and air piping systems, 
to prescribe where and to what extent 
the actual design for each of the 
numerous and diverse conditions of 
construction and operation shall ex- 
ceed such minimum standards.” 


‘ I ‘HE truth of the matter is that 
pipeline technology is improving 
so rapidly that the deliberate and 
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studied judgments of code committees 
cannot keep up with it. As new pro- 
tective practices for pipe and pipe lay- 
ing are developed, they are generally 
adopted by the industry, for the secu- 
rity of the line and its operating effi- 
ciency. The code will certainly be 
changed, and its requirements scaled 
upward in accordance with prevailing 
practices. In the meantime, the pipe- 
liners insist that Federal, state, or 
‘ local regulation, which would be de- 
tailed enough to have restrictive teeth 
in it, would actually slow the wheels 
of progress and hamper rather than 
hurry the movement toward greater 
pipeline safety. 

There is a good deal of evidence to 
support this contention. It has been 
proved again and again that progress 
via government regulation is tedious 
and restrictive. Hundreds of com- 
munities have old, outmoded building 
codes which require slow, archaic, 
and expensive construction methods 
and materials. Newer, stronger, and 
cheaper materials are banned, regard- 
less of quality and performance. Pro- 
posed code amendments become politi- 
cal footballs, and the public is the 
loser. The history of such regulation 
is consistent on this point. 


| greenery pipeline companies have 
installed many advancements on 
high-pressure lines to increase the 
safety factor. Many of them do not 
yet appear in the B31 Code or in any 
other standard or regulation. But all 
of them contribute something to the 
dependability of the line in operation. 
Here are a few of them: Hot wrap- 
ping of pipe with asbestos felt, glass 
fiber, and kraft paper keep out mois- 
ture and allay chemical action of the 
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soil and ground conditions on the pipe. 
Cold bending of pipe in the field by 
special machine saves construction 
time and prevents loss of strength in 
the metal which would occur if the 
pipe were heated before bending. 
Cathodic protection by passing an 
electric current through the pipe 
counteracts electrolytic corrosion of 
pipe. Improved welding techniques 
and X-ray inspection systems lessen 
danger of line failures at the weld. 


AX these innovations are far be- 
yond the experimental stage. 
They are accepted methods of opera- 
tion. According to code authorities, 
they have not yet been incorporated 
into codes because sufficient data have 
not been assembled on the techniques 
to write a comprehensive minimum 
specification for each of them. This 
lag in code requirements is essential, 
they say, so that experience, rather 
than arbitrary slide-rule calculations, 

will show the allowable minimums. 
An added protection, again not cov- 
ered by any regulation or code pro- 
vision, is provided by modern main- 
tenance and operation techniques. 
Many lines now have microwave radio 
communications systems for their en- 
tire length, permitting instant com- 
munication between officers and com- 
pressor stations or mobile equipment. 
Constant patrolling of the pipeline 
right of way by airplane aids safety 
and insures continuity of operation by 
spotting leaks, erosions, or washouts 
all along the line. Maintenance crews 
on 24-hour duty are generally located 
at intervals along the line, and, using 
the radio equipment, can be moved 

rapidly at the first sign of trouble. 
Then there are some practical rules 
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of thumb used by pipeliners as an 
extra safety factor. A few of them 
are: 

Heavier pipe walls used in indus- 
trial or heavily populated areas; cer- 
tain distances observed between line 
and near-by dwellings or inhabited 
buildings ; extra depth (beyond stand- 
ard 30 inches) and other precautions 
under highways, railroad tracks, and 
other thoroughfares; and modern 
lubricated plug valves to insure tight 
operation and positive shutoff in mini- 
mum time. 


| y view of these numerous instances 
of forethought and protection of 
the public on the part of pipeline com- 
panies, it would seem that the gas 
transmission industry has done itself 
a disservice, and endangered its own 
independence, by failure to defend 
itself against public criticism. The in- 
dustry can obviously make out a good 
case for its positive efforts to reduce 
the frequency and severity of pipeline 
accidents. It has not done so, and the 
clamor has increased for regulation. A 
growing number of men in the indus- 
try are coming around to the idea that 
publicizing the facts would help re- 
gain public confidence. The American 
Gas Association has recently taken the 
lead in focusing national attention on 
the vast increase in safety factors of 
high-pressure gas pipelines. 

In the meantime, local authorities 
are likely to take all steps necessary 
to increase protection of citizens in 
their jurisdiction. New York city, for 
example, is well advanced upon a 
safety code of its own for building 
and operation of natural gas pipelines. 
It calls for the filing of complete plans 


and specifications for every inch of 
the proposed line, and for the issuance 
of permits for construction and altera- 
tion of lines. Such plans are checked 
against the known local conditions be- 
fore approval, so that possible hazard- 
ous situations can be avoided. The 
theory here is that local engineers 
might be aware of local conditions of 
electrolysis, water seepage, points of 
excessive vibration, and other poten- 
tial danger spots, which would not be 
suitable locations for the laying of a 
gas pipeline. The New York city 


code, when finished, will be made 
available to any interested community 
for study and adoption if desirable. 


rr has been argued that scattered and 

nonuniform regulation of parts of 
high-pressure natural gas pipelines 
cannot be effective. This has been the 
position of those favoring the imposi- 
tion of national safety regulations on 
the pipeline industry. A more realistic 
viewpoint is that a gas pipeline is a 
most complicated machine, which 
necessitates a thousand solutions to a 
thousand different problems of con- 
struction and operation. Once this 
viewpoint is established, it follows 
that scattered, local regulation can 
best deal with local situations. Every 
community should be assured that 
high-pressure pipelines crossing its 
borders are built at least to the mini- 
mum standards of all national safety 
codes that apply. Beyond that, local 
officials can seek assurances that every 
potentially hazardous local condition 
is brought to the attention of the pipe- 
line builders. Mutual agreement can 
then be reached on solutions for each 
problem presented. 
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Underground Gas Storage 
Up to Date 


Long before the atom bomb entered anybody’s night- 

mares, gas utilities were working on practical plans 

for buying up holes in the ground. Today, under- 
ground storage of gas is an accepted fact. 


By LARSTON D. FARRAR* 


ural gas, a subject which was dis- 
cussed in footnotes in annual re- 
ports of gas transmission and distri- 
bution companies only a few years 
ago, has grown so swiftly that, today, 
it is difficult to keep up with the salient 
developments in this particular field. 
The American Gas Association, in a 
recent report on “the amazing growth 
of underground storage,” stated that 
the number of natural gas “savings 
banks” in use has risen to more than 
100—five times the 1940 total. But 
that was a report made in the spring. 
By now, no doubt, there are scores of 
other new underground storage pools 
in use, or about to be put into use, as 
gas management strives to keep up 
with the tremendous challenges posed 


r | ‘HE underground storage of nat- 


*Professional writer of business articles, 
Washington, D. C. 
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by increased residential acceptance of 
natural gas. 

The AGA Committee on Natural 
Gas Reserves indicated in latest offi- 
cial figures on underground storage 
that, at the close of 1950, no less than 
341,690,000,000 cubic feet of natural 
gas were being stored underground in 
the United States. This represented a 
net addition of at least 54 billion cubic 
feet to underground storage pools dur- 
ing that year. The AGA estimated 
that of the more than $2.7 billion 
which the natural gas industry plans 
to spend (if the steel pipe shortage 
eases enough to permit) between 1950 
and 1954, approximately half a billion 
dollars will go for underground stor- 
age facilities. 

“This huge expenditure will be an 
important step in helping the natural 
gas industry to meet peak loads and 
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to prepare against pipeline failures,” 
the AGA noted. “Underground stor- 
age facilities will help to increase pipe- 
line load factors and improve the in- 
dustry’s ability to serve the booming 
house-heating load.” 


_— idea of how important nat- 

ural gas distributing companies 
consider underground storage, may be 
obtained regularly by Washingtoncor- 
respondents who go through the 
voluminous releases issued by the Fed- 
eral Power Commission and hundreds 
of other executive and legislative 
bureaus. It’s possible to see such re- 
leases as the following (excerpted) 
sample items: 


Washington, D. C., June 1, 1951— 
The Federal Power Commission has 
authorized The East Ohio Gas Com- 
pany, of Cleveland, Ohio, and New 
York State Natural Gas Corporation, 
of New York city, to construct and 
operate natural gas facilities, including 
pipelines in Ohio and Pennsylvania 
and a storage area in Pennsylvania. ... 
(Italics ours.) 


Washington, D. C., August 17, 1951 
—The Federal Power Commission 
has issued a certificate of public con- 
venience and necessity authorizing 
Mississippi River Fuel Corporation to 
construct and operate natural gas 
underground storage facilities in the 
Waterloo oil field in Monroe county, 
Illinois, about six miles from the com- 
pany’s Columbia measuring station 
and near its major market area in and 
near St. Louis, Missouri. 

Reservoir capacity of the storage 
project is estimated at 13,284,000,000 
cubic feet ; cushion gas required 1,329,- 
000,000 cubic feet, leaving available 
for market 11,955,000,000 cubic feet. 
After the reservoir has been filled, the 
company estimates that a daily de- 
liverability of 50,000,000 cubic feet can 
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be obtained through the proposed 25 
wells, on intermittent occasions, but 
that continuous withdrawals for more 
than a few days would probably re- 
duce the daily deliverability of the edge 
wells and possibly all of the with- 
drawal wells. There is evidence indi- 
cating, however, that if the storage 
reservoir capacity developed approxi- 
mates the currently estimated potential 
of about 13.2 billion cubic feet, the 
daily storage deliverability through the 
proposed 25 wells will not be less than 
100,000,000 cubic feet per day. ... 


Washington, June 1, 1951 — The 
Federal Power Commission has au- 
thorized The Ohio Fuel Gas Company, 
of Columbus, Ohio, to build pipe- 
line facilities for the conversion of six 
natural gas-producing pools in Ohio 
to storage service. The pools have an 
ultimate storage capacity of approxi- 
mately 35.7 billion cubic feet of nat- 
ural gas... . 

To convert the pools, Ohio Fuel will 
build about 74.2 miles of high-pressure 
storage project pipelines, ranging in 
size from 34 to 20 inches; construct 
a 47.5-mile, 20-inch line from Benton 
township in Hocking county to 
Columbus, and install an additional 
8,480 horsepower in compressor ca- 
pacity at existing stations. .. . 


Washington, D. C., June 1, 1951— 
The Federal Power Commission has 
authorized Tennessee Gas Transmis- 
sion Company, of Houston, Texas... 
and United Natural Gas Company, of 
Oil City, Pennsylvania, to construct 
facilities necessary to develop and 
utilize an underground storage area 
for natural gas in the Hebron field in 
Potter county, Pennsylvania. This 
storage project will increase Tennes- 
see’s peak-day delivery capacity to 
1,595,000,000 cubic feet. 


| gre even more graphically than 
these announcements by the Fed- 
eral Power Commission, a view of 
what the gas industry has been doing 
on underground storage and why may 
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be obtained from an exclusive state- 
ment given to the Pusiic UTILITIES 
ForTNIGHTLY by James F. Oates, Jr., 
of Chicago, Illinois, chairman of The 
Peoples Gas Light and Coke Com- 
pany, and chairman of the board of 
the Natural Gas Pipeline Company of 
America and the Texas Illinois Nat- 
ural Gas Pipeline Company. 


ce HE tunprecedented demand for 
gas for space heating during 
the postwar years results both from 
public realization of the advantages of 
gas for space heating and the relative- 
ly low cost of gas in comparison to 
other fuels in many sections of the 
country,” Mr. Oates pointed out. 

“This demand has increased to a 
point where many state utility com- 
missions have found it necessary to 
limit the attachment of additional 
space-heating customers in order to 
protect the rights of the general cus- 
tomers of the gas distribution com- 
panies and to prevent a complete 
breakdown of gas service to them. 

“The utilities and the pipeline com- 
panies realize, of course, their obliga- 
tion to supply the public with as much 
gas as might be required if it is physi- 
cally and economically possible to do 
so and have been bending their efforts 
in this direction. 

“The first effort made was to get 
more gas into the areas through the 
building of additional pipeline capaci- 
ty. It was obvious, however, that the 
building of more and more pipelines 
was not the answer. It is just not eco- 
nomically feasible to build these addi- 
tional pipelines for space-heating busi- 
ness with its high peak demands in the 
winter and deep valleys in the summer, 
and resultant low-load factors for the 
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pipelines. For instance, the annual 


load factor for space heating in the 
northern part of the country is only 
approximately 25 per cent. 


oT solution to the problem is 
theoretically very simple; that 
is, to store gas at reasonable expense 
near the markets during periods of 
low demand so that it will be available 
for use during peak periods in the win- 
ter season. In this way, the long-dis- 
tance pipelines will have continuous 
economic operation and the additional 
pipelines necessary to bring gas from 
the storage area to the existing mar- 
kets can be built without undue bur- 
den on the gas-consuming public. 
“Certain companies have been very 
fortunate in having found near their 
market depleted oil and gas fields suit- 
able for low-cost storage of gas. Un- 
fortunately, no such fields are located 
near our markets, and thus it was 
necessary to study numerous possi- 
bilities and seek the advice of outside 
engineers and geologists in order to 
solve our storage problem. Three 
methods have been considered by our 
companies: (1) the storage of gas in 
liquid form; (2) the storage of gas in 
man-made limestone caverns below the 
surface of the earth; and (3) the stor- 
age of gas in salt-water-bearing porous 
sandstone located in a large dome- 
shaped, gas-tight rock formation deep 
below the surface of the earth. Tests 
to date indicate that the latter method, 
known as ‘dome’ or ‘bubble’ storage, 
has the most promise for utilities 
served by our pipeline companies. 
“Competing fuel industries will not 
be injured if utilities can, by means of 
storage, meet the public demand for 
gas. Storage itself does not increase 
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Problems of Surface Storage 


“<,* cAN be stored aboveground, but it is uneconomical for com- 

panies to do so, except to be used for extreme emergencies 

on the bitterest, coldest days of the year. Such aboveground storage 

includes gas holders, lengths of large-diameter pipe, or ‘line packing’ ; 

LE., raising gas pressure overnight in the delivery end of a line so 
there is more to be taken out the next day.” 





the total supply of gas brought to the 
markets but merely permits the sea- 
sonal redistribution of the gas being 
delivered. The shift, as the result of 
storage, is from industry which uses 
large volumes of gas in the summer at 
bargain rates, to the public which 
needs, demands, and deserves the gas 
for domestic use. 

“The aggressiveness of the gas in- 
dustry in meeting this challenge to 
supply more gas for space heating and 
the initiative displayed in finding new 
methods for underground storage of 
gas are excellent examples of the 
progress made by a dynamic industry 
in our American economy.” 


M* Oates’ reference to his com- 
pany’s efforts to find a new and 
untried way of storing natural gas in 
quantity reflects thinking on a long 
and stubborn problem. The gas indus- 
try as a whole has been watching the 
step-by-step developments made by 
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The Peoples Gas Light and Coke 
Company, through its subsidiaries, in 
seeking a new departure to solve its 
storage problems. Literally everybody 
wants to know, just as quickly as the 
Chicago company officials find. out, 
how successful the project turns out, 
when it is completed at long last. 
Legislative as well as engineering 
history in this field likely has been 
made. Illinois on June 7, 1951, be- 
came the first of the northern states to 
pass such a law. The Illinois general 
assembly passed a bill, which became 
law without the signature of Governor 
Adlai Stevenson, giving The Peoples 
Gas Light and Coke Company, and its 
subsidiaries, the right to condemn for 
purposes of public convenience and 
necessity, subject to Illinois Com- 
merce Commission approval, certain 
land in the state for purposes of un- 
derground storage of gas. The emi- 
nent domain privileges, of course, will 
be exercised only in the case of cloudy 
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titles or other unforeseen difficulties. 

Shortly thereafter, the company ap- 
pealed to the Illinois Commerce Com- 
mission for the right to use certain 
land in northeast Illinois for develop- 
ment of a storage field at a depth of 
some 1,600 feet below the surface of 
the ground. The company previously 
had pointed out many factors which 
involved the public convenience and 
necessity of the project, which ties in 
most closely with the bringing of nat- 
ural gas to Illinois and marketing it 
to consumers in the state. 


| Seman gas reaches Illinois by 
several pipeline systems. The 
northern part of the state is served by 
Natural Gas Pipeline Company of 
America, which brings gas from the 
Panhandle field in northern Texas and 
the Hugoton field of Oklahoma for 
ultimate consumption in some 234 
communities. 

Central Illinois is traversed by the 
pipeline system of Panhandle Eastern 
Pipe Line Company, which brings gas 
from Kansas and Texas and serves 
some 61 cities in the state. The Mis- 
sissippi River Fuel Corporation brings 
gas from the south and serves East St. 
Louis and other communities in Illi- 
nois. The system of Texas Eastern 
Transmission Corporation crosses the 
southern tip of the state and supplies 
natural gas to a number of communi- 
ties in that area. The gas supply of 
this system originates in Louisianaand 
Texas. The Texas Gas Transmission 
Corporation serves communities in 
southeastern Illinois, with natural gas 
from Kentucky, Louisiana, and 
Texas. 

A new pipeline, now being com- 
pleted by the Texas Illinois Natural 
OCT. 25, 1951 


Gas Pipeline Company, enters the 
state near Cape Girardeau and runs 
northerly to Joliet, to bring gas from 
the Texas Gulf coast area to increase 
the gas available to cities now served 
by Natural Gas Pipeline Company of 
America and to make natural gas 
available to certain other Illinois cities 
not previously served with natural 
gas. 

Another new pipeline, Trunkline 
Gas Supply Company, also being com- 
pleted this year, enters the state near 
Metropolis and runs northerly to Tus- 
cola to bring gas from Louisiana and 
Texas to increase the gas available to 
cities served by Panhandle Eastern 
Pipe Line Company. 


—_o utilities, of course, are con- 
cerned primarily with satisfying 
the needs of the householders and of 
commercial and industrial consumers 
whose needs require a continuous sup- 
ply of gas, as contrasted with indus- 
trial consumers who buy on an inter- 
ruptible basis. There is a tremendous 
unfilled demand for natural gas for 
house heating. House heating requires 
a great deal of gas in the winter and 
none in the summer. If gas trans- 
ported into the state were used pri- 
marily to serve house-heating con- 
sumers, the pipeline would in substan- 
tial degree be idle in the summer and 
the cost of the gas to the consumer 
would be very high. To keep down 
this cost, the practice has been to de- 
velop an interruptible industrial load 
in order that the pipeline may be used 
more fully in the summer. This prac- 
tice is general in the industry, and in- 
terruptible service is supplied where 
customers have an alternative type of 
fuel, such as coal or oil. 
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The practicality of continuing this 
process of balancing high-demand, 
low-annual use house-heating load by 
selling interruptible service gas at very 
low rates and in constantly increasing 
annual quantities has in recent years 
been subjected to question, particu- 
larly because of the tremendous in- 
crease in demand for gas for house 
heating. 

That demand has been stimulated 
' by the rising prices of oil and coal, 
by periodic interruptions in the sup- 
ply of these fuels, by the national 
ready acceptance of natural gas, and 
by the cleanliness and convenience of 
the use of gas. As a result, the pipe- 
lines cannot deliver enough gas to the 
northern states to satisfy the demand 
for house heating during the winter 
months. 


HE Illinois Commerce Commis- 

sion has had occasion to issue 
orders authorizing the gas utilities to 
limit extensions of service to new 
house-heating customers. At the same 
time, that commission has been in- 
sistent that the utilities take all steps 
available to them to satisfy the full 
demand of all customers who desire 
service. 

The utilities, in turn, have asked 
the pipelines to increase the quantity 
of gas available. The solution of the 
problem requires not only that more 
gas be brought into the area, but 
that some balancing method be found 
to accommodate both the high de- 
mand in winter and the low demand 
in summer. 

In explaining its unusual storage 
projects and the necessary steps that 
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must be taken to assure its successful 
operation, The Peoples Gas Light 
and Coke Company made a state- 
ment to the Illinois legislature, in 
which it pointed out that “the theo- 
retical solution of the distribution 
problem is clear.” 

“That solution is to evolve a method 
of storing gas during the summer 
months when the demand is low, and 
subsequently withdrawing it from 
storage during the winter months 
when the demand is high. If such 
storage can be found at a point close 
to the markets, a number of short 
pipelines may be constructed, at rela- 
tively small cost, to deliver the gas 
from storage in the winter, with the 
result that it becomes economically 
possible to adjust the supply to the 
variation in demand during the sea- 
sons of the year. The practical solu- 
tion is to find at reasonable cost, a 
method of storing large quantities of 
gas near the markets during the sum- 
mer season... . 


<4 prs in underground forma- 

tions will place little burden 
upon the landowners, and will not in- 
terfere with any resources of the state. 
The use, as such, of the storage facili- 
ties will not disturb the present use of 
the land and will deprive the landown- 
ers of nothing of actual benefit to 
them. The condemnation will deprive 
them of nothing except a theoretical 
but valueless right, which may be com- 
pared with the burden of allowing air- 
planes to cross the air above their land. 
In case of storage of water-filled 
domes, it will be necessary to drill 
wells at appropriate intervals on the 
surface for the inlet and outlet of the 
gas. Such wells will occupy little space 
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and will be without derricks after 
completion. The necessary pipelines, 
which will radiate from a central 
point to the wells, will be buried under 
the ground, well below cultivation 
depth.” 

The statement went on to point out 
that such projects must be confined to 
formations at least 500 feet below the 
surface of the soil in order to assure 
the landowner that there is no un- 
reasonable hazard. For the assurance 
that water resources will not be in- 
jured, the condemnation is condi- 
tioned upon a finding that no injury 
to water resources of the state will re- 
sult. The condemnation is not per- 
mitted in respect to any geological 
formation containing oil, gas, or coal 
in commercial paying quantities. 


HE bill passed by the Illinois legis- 

lature provides that any corpora- 
tion whose underground storage proj- 
ect may be so approved by the state 
commerce commission may utilize the 
subsurface formations lying more 
than 500 feet below the surface of the 
soil, or real estate owned by the state 
of Illinois, or by any of its political 
subdivisions. Payment of reasonable 
compensation to such political subdivi- 
sions is required, as if the right were 
condemned. As a condition of the 
utilization of real estate owned by the 
state of Illinois, the corporation is re- 
quired to pay the state treasurer a 
reasonable compensation therefor in 
an amount to be determined by the 
Illinois Commerce Commission. 

The legislation encompasses not 
only storage rights, but also the right 
to condemn for pipeline purposes and 
any other need for the transportation 
of gas. Under Federal law, the right 
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Growth of Underground Storage 


66 HE AGA Committee on Natural Gas Reserves indicated in 

latest official figures on underground storage that, at the close 

of 1950, no less than 341,690,000,000 cubic feet of natural gas were 

being stored underground in the United States. This represented a 

net addition of at least 54 billion cubic feet to underground storage 
pools during that year.” 





already is given to condemn land for 
rights of way and station sites of nat- 
ural gas pipelines, subject to the juris- 
diction of the Federal Power Com- 
mission. (But the language is said 
clearly not to be broad enough to cov- 
er underground storage.) The law in 
Illinois previously granted eminent 
domain for certain purposes to local 
Illinois utilities, but its phrasing was 
said to be doubtful in respect to con- 
demnation for pipelines. It was 
thought that to make everything clear 
to everyone, the bill should grant full 
power to all persons (local utilities or 
pipeline companies) transporting or 
storing gas for ultimate distribution in 
Illinois, to acquire any facilities found 
by the Illinois Commerce Commission 
to be required for public service. 


| pan more than a year, the Texas 
Illinois Natural Gas Pipeline Com- 
pany (a Peoples Gas affiliate) had 
conducted experimental drilling in 
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various areas in Illinois, and had made 
numerous laboratory tests to deter- 
mine the feasibility of large volume 
storage of gas in newly discovered 
fields never before holding gas. Com- 
pany engineers and geologists believe 
they found extremely favorable con- 
ditions for large volume storage in a 
15,000-acre area, 1,600 feet under the 
surface of Herscher, a town of 500 
population in Kankakee county, Illi- 
nois. This is near the next Texas 
Illinois pipeline. 

In this area, there is a geological 
formation technically known as an 
“anticline” —a kind of dome, in which 
the strata of hard rock are shaped like 
a turtle’s back, except that the dome 
covers several hundred acres. In be- 
tween the layers of hard “im- 
permeable” rock are wide layers of 
porous and permeable sandstone, con- 
taining a heavy concentration of salt 
water. 

The idea behind the storage plan is 
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that gas can be pumped down into the 
porous sandstone containing salt 
water, forcing the water outward 
under pressure, the gas forming a 
“bubble” at the top of the dome. The 
stored gas would be the same as that 
in a natural gas well, except that the 
gas would be placed there artificially, 
of course. 

The particular area already ex- 
plored and tested covers some 15,000 
acres, and it is believed that the sand- 
stone will hold in effective storage 
about 90 billion cubic feet of gas, 
about equal to the total gas sendout 
of Peoples Gas for the year 1950. The 
storage gas may be delivered at the 
rate of about 1.5 billion cubic feet in 
a day, and it will serve other areas 
than Chicago. 


AM subsidiary has been formed 

by Peoples to be known as the 
Natural Gas Storage Company of IIli- 
nois. This organization, under the 
same management as that of the Texas 
Illinois Natural Gas Pipeline Com- 
pany, will construct and operate the 
storage facility, including a pumping 
station and auxiliary equipment for 
removing moisture from the gas. 

If the storage plan operates as ex- 
pected, it will presage, no doubt, a 
widespread geologic and engineering 
search for similar “domes” for “bub- 
ble” storage of natural gas in the in- 
dustrial areas of the East, West, and 
Middle West. 

On the basis of geological in- 
vestigations and engineering plans, 
the “Herscher Dome” project will cost 
at least $25,000,000, perhaps more. 

However, in the happy event that 
this project materializes as planned, it 
will be at least a year, and possibly 
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two years, before its full benefits be- 
come apparent to Illinois consumers, 

The biggest single underground 
storage project to open this year is the 
field at Oakford, Pennsylvania, near 
Pittsburgh, on which the Consolidated 
Natural Gas Company and the Texas 
Eastern Transmission Corporation 
are jointly financing a $40,000,000 
venture. Using a depleted field and its 
existing wells, the two companies be- 
lieve that when finally completed in 
two years, this field will store 105 bil- 
lion cubic feet of gas, of which some 
45 billion cubic feet will be “cushion”; 
i.e., the amount of gas that must be 
left in a field to be sure the pressure 
is great enough to “send” the other 
gas to the surface and through the 
lines. The 60 billion cubic feet of 
usable storage will be available at a 
maximum rate of 400,000,000 cubic 
feet daily. 

It is planned that ultimately this 
project will have 300 horsepower of 
compressor capacity to shove the gas 
into the ground and draw it out again 
at the controlled rate of flow. 


(,* can be stored aboveground, but 
it is uneconomical for companies 
to do so, except to be used for extreme 
emergencies on the bitterest, coldest 
days of the year. Such aboveground 
storage includes gas holders, lengths 
of large-diameter pipe, or “line pack- 
ing”; i.¢., raising gas pressure over- 
night in the delivery end of a line so 
there is more to be taken out the next 
day. But the capital costs of above- 
ground storage are too high for really 
volume storage. It costs $50 to $100 
per thousand cubic feet for bottle 
holders; around $200 per thousand 
cubic feet for water-seal holders; 
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about $70 for pipe holders ; and about 
$300 for high-pressure holders, not 
counting the annual costs on such 
equipment. 

On the other hand, underground 
storage can be had at costs ranging 
from 2 cents to 53 cents per thousand 
cubic feet. It’s obvious why the com- 
panies prefer old fields, or, like many 
companies are doing who cannot find 
old fields, are looking for new ways of 
storing gas. 


[' isn’t difficult for anyone doing re- 
search in underground storage to 
find evidence that only a daily ticker 
service could keep up with all the de- 
velopments in this field. 

In Indiana, the Citizens Gas & Coke 
Utility of Indianapolis is planning to 
use an old gas field east of the city, 
which stimulated industrial growth in 
that area sixty years ago. Some half- 
billion cubic feet of gas will be stored 
1,000 feet underground in this old 
field, according to plans. 

The Transcontinental Gas Pipe 
Line, which transports gas from 
Texas to New York, has been pros- 
pecting for underground sand beds in 
New Jersey, Maryland, and Delaware 
for summer storage of gas. It is will- 
ing to lay 25 miles or more of feeder 
pipe in order to reach the “way depot” 
on the route to the biggest city on 
earth. This already is being done suc- 


cessfully by the Louisville Gas & Elec- 
tric Company in the Doe Run and 
Mulbraugh fields in northern Ken- 
tucky. 

Texas Gas Transmission Corpora- 
tion is developing a $939,000 under- 
ground gas storage field near Peters- 
burg, Indiana, to be known as the Al- 
ford storage field. It will hold four 
billion cubic feet of gas, with 163 
miles of lateral and gathering lines, a 
1,200-horsepower compressor to pump 
gas into or out of the field, and a 
measuring station. 


Te 1950 annual report of The 
Columbia Gas System devotes 
quite a few of its “questions and 
answers” to underground storage of 
gas. The company presents its facts 
for stockholders in a manner both in- 
teresting and informative. Some of 
the questions and answers are as fol- 
lows : 


How is gas stored underground? 

The system has been producing gas 
in the Appalachian area for many 
years. Its own, as well as state and 
Federal, geologists and engineers, 
have developed maps of underground 
rock strata which show the gas-yield- 
ing sands. When one of these areas 
has yielded part or all of the original 
gas, held there for millions of years, 
the structure can, in many instances, 
be converted to a storage reservoir. 
Even extra wells may be drilled to in- 
crease flow. Compressors force gas 


7 


any corporation whose underground storage project may 


q “THE bill passed by the Illinois legislature provides that 


be so approved by the state commerce commission may 
utilize the subsurface formations lying more than 500 feet 
below the surface of the soil, or real estate owned by the 
state of Illinois, or by any of its political subdivisions.” 
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underground, where it is held under 
high pressure. In the winter, when 
gas is needed, the wells are turned into 
the transmission systems, the gas, in 
most cases, being forced out by the 
underground pressure. 

Is all the gas stored underground 
removed in a single season ? e 

No. Although all of the gas can 
ultimately be recovered, efficient op- 
eration requires substantial quantities 
as a “cushion” to maintain high pres- 
sures. The problem is to get gas 
quickly to meet heavy requirements 
during the heating season. The higher 
the underground pressure, the higher 
the rate at which gas can be delivered 
from storage wells. 

How much gas did we have in un- 
derground storage in 1950? 

At November 1, 1950, we had 128 
billion cubic feet in storage. During 
November and December, 22 billion 
cubic feet were withdrawn and 106 
billion cubic feet remained in storage 
at the close of the year. Further with- 
drawals will be made during the first 


pliers the year round, we minimize 
their investment in pipeline facilities 
and we are thus able to buy southwest 
gas at the lowest possible price. 
Presently we have about $34,000,000 
invested in underground storage. Dur- 
ing the current (1950-1951) winter, 
we have taken as much as 842,000,000 
cubic feet from storage in a single day. 
To build southwest pipelines with the 
ability to deliver this amount in a 
single day would cost several hundred 
million dollars. That is many times 
the amount we have invested in stor- 
age facilities. 

Have we completed our under- 
ground storage program? 

Certainly not. As our heating cus- 
tomers and seasonal demands increase, 
so do our requirements for under- 
ground storage. So we must continue 
to expand our underground storage 
operations to keep pace with demands. 


QUITABLE Gas Company of Pitts- 
burgh, in its annual statement, 


reported spending some $650,000 on 
new development related to under- 
ground storage of gas in 1950. It 
added that “substantial additions to 
gas storage are anticipated each year. 
... The program is an ambitious one, 
but the importance of storage expan- 
sion to the continued growth of the 
system cannot be overemphasized.” 
(Italics supplied. ) 


part of 1951. By the end of the heat- 
ing season, we expect to have 79 bil- 
lion cubic feet remaining in storage. 

Is underground storage an expen- 
sive operation ? 

No, especially when you measure 
the costs against the much higher cost 
of purchasing southwest gas only as 
needed (as the engineer says, “at a 
poor load factor”). By taking capacity 
deliveries from our southwest sup- 





AS utility companies in the United States today serve about 

24,362,000 customers, including 331,000 LP-gas (bottled 
gas) customers served directly by gas utilities. Natural gas 
serves as a fuel for 14,894,000 of these customers; 7,197,000 
customers receive manufactured gas and 1,940,000 customers 
are served with mixed gas. During the next three years, 
because of the rapid expansion of natural gas systems, im- 
portant changes will be effected in all three classifications. 
Many of the straight manufactured gas companies will become 
straight natural gas companies or will use natural gas to mix 
with present manufactured gas to a degree that will classify 
them as mixed gas companies. 
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Financial News 
and Comment 


By OWEN ELY 


Downward Trend of Earnings 
Stresses Importance of Rate 
Increase Proceedings 


HE table on page 588 shows the 

monthly trend of net income for the 
larger electric utilities and natural gas 
utilities in 1951. The monthly changes 
are the real indicators of the trend—not 
the twelve months’ figures, either for 
utilities as a whole or for individual com- 
panies. 

The electric utilities showed month- 
ly declines in net income as com- 
pared with last year in five out of seven 
months, with one month about even, and 
February showing a slight gain. The nat- 
ural gas utilities started out with sub- 
stantial gains for January and February 
(possibly due to weather conditions) but 
the figures have grown progressively 
worse with a decline of 18 per cent in 
June. (July is not yet available.) 

It is of course quite “rule of thumb” 
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to consider the percentage comparison 
with last year as a trend index, since last 
year’s figures may have been abnormal 
in some respects, but nevertheless this is 
the customary method of appraisal. The 
analyst is usually familiar with the gen- 
eral showing made in the previous year 
as a whole, and monthly aberrations are 
ironed out sooner or later. However, to 
use the monthly dollar figures themselves 
as indicative of a trend would of course 
be misleading because they are not ad- 
justed for seasonal trends. Most electric 
and gas companies (particularly the lat- 
ter) present a poorer earnings picture in 
the summer months when loads are 
lower. 

The figures are also deficient in that 
they do not reflect, but only illustrate, 
the trend of per-share earnings. No fig- 
ures are compiled monthly for the in- 
crease in the number of outstanding 
shares, for either the electric or the nat- 
ural gas industries. In the first half of 
1951 the electric utilities sold $224,000,- 
000 worth of common stock—about 29 
per cent of their total financing. This 
would probably reflect an increase in the 
number of shares (over the same period 
of 1950) of at least 5 per cent. On this 
basis the decrease in net income of 7 
per cent in July would be converted into 
a decrease of some 12 per cent in per- 
share earnings. This is not very accurate 
because no adjustment has been made for 
the change in preferred dividend pay- 
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ments, but it will serve to illustrate the 
marked downward trend. The increase 
in the number of shares for the gas in- 
dustry was doubtless smaller, since gas 
utilities sold only $70,000,000 of common 
stock in the first half of this year. 


 porpery the monthly trends have 
not yet been fully reflected in the 
earnings statements issued by individual 
companies. Unfortunately, very few of 
them issue monthly earnings figures as 
all the railroads do, despite the fact that 
they have to compile such figures for the 
Federal Power Commission. In the 
twelve months’ cumulative figures the 
downward trend has been somewhat con- 
cealed, because there had previously been 
an uptrend and the two trends have be- 
come mixed. 

There has been some expression of 
opinion that, because last year during 
July-September there was a sudden in- 
crease in tax accruals (adjusted on a ret- 
roactive basis), this year’s comparisons 
for the second half won’t prove too bad; 
but it must be kept in mind that retro- 
active adjustments will also be made this 
year (either to April lst or January Ist) 
as soon as the new tax bill is passed. It 
now looks as though accurate adjust- 
ments cannot be made until the October 
or November statements are released, 
though some companies have already 
been making some retroactive adjust- 
ments to ease the later blow. While there 
have been some hopes pinned on the sav- 
ings due to anticipated omission of the 
34 per cent tax on electrical energy 


(which applies to residential and some 
commercial revenues), this saving will 
not be retroactive and may not begin be- 
fore November Ist or later, so that 1951 
benefits will be relatively small. 


T looks as though there won’t be much 

help from rate increases either, this 
year. For example, the New York state 
commission has refused to grant rate in- 
creases based on the pending tax bill 
despite its retroactive character. In the 
Rochester Gas & Electric Case, decided 
July 9th, the commission granted a 6 
per cent increase in electric rates com- 
pared with the 11.48 per cent asked by 
the company. The requested increase 
was based on the assumption that the 
Federal income tax rate would be fixed 
at 55 per cent, but the commission stated 
that “no increase can be granted predi- 
cated upon the assumption of an event 
that may or may not happen.” While the 
commission acted correctly, perhaps, in 
refusing to assume that the tax would 
be fixed at such a high rate, it apparently 
refused to recognize that some increase 
was almost inevitable and that the com- 
pany was entitled to temporary protec- 
tion because of the retroactive character 
of the tax increase and the resulting ef- 
fect on published earnings, In fact, that 
assumption seemed inconsistent with the 
commission’s expressed desire to aid the 
company in its financing program—which 
desire indicates a very constructive at- 
titude by this commission if geared to 
the actual trend of events. The commis- 
sion stated : 


7 


MONTHLY TREND OF NET INCOME 


Class A & B 


Natural Gas Utilities 
1 Month 
Mill. % Change 


12 Months 
Mill. % Change 
$27 
27 


Class A & B 
Electric Utilities 


12 Months 1 Month 
Mill. Y% Change Mill. 


15% $822 7% 
19 


D1 
D4 
D10 
D18 
D5 
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The company, in fulfilling its obliga- 
tion to render adequate service to the 
public and in striving to do its share 
to avert the ever-increasing shortage 
in electric power supply now threaten- 
ing an important industrial area, is 
undertaking a vast construction pro- 
gram. That program includes ex- 
panded distribution facilities as well 
as a new steam-generating unit and 
involves, approximately, the doubling 
of the company’s present investment 
in electrical plant. The only source of 
funds to finance the expansion is the 
sale of securities. Securities cannot be 
sold without payment of interest or 
dividends. These are nonexistent with- 
out net income, so that but one ques- 
tion remains for determination—how 
much income is required? To put the 
question in slightly different words— 
what rate of return do investors de- 
mand for the quality of security to be 
offered for sale? ... 

The common stock of the company 
is bought and sold daily in the market 
place. On the sixth day of July, 1951, 
the investor bought it upon a yield 
basis of a minor fraction under 7 per 
centum. It follows, therefore, that if 
the company under present market 
conditions is to attract necessary capi- 


tal to finance its program of expansion 
(having already approximated the de- 
sirable limit of borrowing capacity), it 
must be permitted a sufficient net in- 
come to continue that yield with a fair 
margin of safety. Under such circum- 
stances and under conditions presently 
existing, rate of return becomes largely 
a matter of calculating mathematically 
the percentage of increase in electric 
rates required to produce that result. 
This we find to be 6 per centum. 


oe question of retroactive taxation 
versus increased rates has already 
been discussed in the FORTNIGHTLY 
(August 30th) by Richard L. Rosen- 
thal, president of Citizens Utilities Com- 
pany. Obviously, the failure of the state 
commissions to recognize the impact of 
such taxes on earnings and on the utilities’ 
financing problems, does not square with 
either the legislative policy of “fair re- 
turn” or with the statement by Chairman 
Hessey of the Maryland Public Service 
Commission (representing NARUC in 
the Senate tax hearings) already quoted 
in this department. Mr. Hessey stated 
that if the utilities do not obtain neces- 
sary rate relief from the commissions, 
“resort could be had to the state and Fed- 
eral courts.” 








*UTILITY NEW-MONEY FINANCING 


September 


Gas Utilities 


Preferred 
Common 


Electric Utilities 


Preferred 
Common 


Total Gas and Electric 


$129 
*As compiled by the Irving Trust Company. D—Decrease. 


1951 to Date 
% Increase 
Miil. Over 1950 


$544 7% 
33 D13 
78 62 

$655 9% 

$566 D11% 
41 D76 

254 23 
$861 D15% 


$1,516 D 6% 
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Utilities which plan to file applications 
for increased rates should not wait until 
the President signs the new tax bill, or 
until their earnings actually reflect the 
higher taxes, but should begin doing 
their “homework” as soon as possible, 
so that pro forma earnings figures (ad- 
justed for the new tax bill) will be 
readily available as the principal exhibit 
in their application. Instead of depending 
solely on the past record of earnings, the 
utilities should undertake to educate the 
commissions as to the necessity of using 
projected estimates of earnings as the 
basis for rate relief. While such fore- 
casts must necessarily be somewhat in- 
accurate, this can be taken care of by 
projecting minimum and maximum esti- 
mates for the guidance of the regulatory 
commission, which can then exercise its 
discretion as to which basis to follow. 


A’ pointed out in the PUR Executive 
Information Service weekly letter 
of September 21st, the FPC is now faced 
with a huge backlog of requests for nat- 
ural gas rate increases. For some time 
the commission’s press releases have been 
full of items about rate applications being 
proposed, suspended, etc. There are now 
about $115,000,000 of these proposed 
rate increases, which amount might be 
equivalent to about 8 per cent increase 
in the annual revenues of the natural gas 
companies. 

It is true that many of these increases 
can automatically go into effect under 
bond if they are not acted on by the com- 


mission within five months. But most of 
them are in the wholesale service cate- 
gory, and each one may therefore in- 
volve many applications for higher retail 
rates before the state commissions. 

For example, Tennessee Gas Trans- 
mission has increased its wholesale rates 
(under bond) and one of its major cus- 
tomers is Columbia Gas System. Colum- 
bia Gas in turn has 80 wholesale cus- 
tomers, including Cincinnati Gas & 
Electric, Dayton Power & Light, Wash- 
ington Gas Light, and 77 other companies 
and municipalities. This means that if 
Columbia raises its wholesale rates to 
compensate for the increase by Tennessee 
Gas, each of its 80 wholesale customers 
may in turn be required to seek increases 
in retail rates. Moreover, the same prin- 
ciple applies to other wholesale customers 
of Tennessee. Obviously the rate issue 
in the gas industry has tremendous 
ramifications—far more so than in the 
electric light and power industry, where 
sales at wholesale are a smaller factor. 

It is obvious that both Federal and 
state commissions are going to be over- 
loaded with work during the coming year 
or so, and every means should be sought 
to streamline and expedite the various 
rate applications, in order that utility 
earnings will not suffer too much and 
thereby cripple the necessary sale of new 
securities for the defense construction 
program. The granting of temporary in- 
creases (under bond or with increased 
revenues escrowed) would be one means 
of gaining this end, but might be of 
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| ete pet the past decade, the gas utility industry has added an average 
of more than 500,000 new residential customers per year. Significant- 
ly, the number of domestic gas customers increased more than 35 per cent 
from 1941 to 1950 inclusive, while total family units in the United States 
advanced only 22 per cent, according to the Census of Housing. During 
the same 10-year period, gas use per residential customer rose more than 
80 per cent, reflecting the expanded availability of. natural gas, greater 
use of gas for house heating and for such newer uses as air conditioning, 
clothes drying and incineration. 
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dubious value in selling securities since 
the increased earnings would carry a 
question mark. Prompt commission ac- 
tion in granting bona fide increases, 
where needed, is the best solution. 


¥ 
Equitable Gas Company 


|g sane Gas CoMPANY was former- 
ly one of the gas subsidiaries of Phila- 
delphia Company, subholding company 
in the Standard Gas system. The setup 
of this group of natural gas companies 
(producing and distributing) was re- 
vamped in 1950, making Equitable Gas 
the top company of the gas system, and 
the entire stock of Equitable was sold 
to the public at $24.25 per share in 
March, 1950. The stock has been selling 
recently on the Stock Exchange around 
214, and pays $1.30 to yield 6 per cent. 

President A. W. Conover recently 
gave an address before the New York 
Society of Security Analysts, and a 
brochure containing his talk, with nu- 
merous tables and charts, was presented 
to members. He pointed out certain basic 
advantages which the company enjoys 
over other integrated gas systems, as fol- 
lows: 

(1) Equitable Gas in 1950 obtained 
only 22 per cent of its gas from southern 
pipelines—61 per cent was obtained from 
its own Appalachian wells and 17 per 
cent from other producers in that field. 
The company can, if necessary, vary its 
production from its own wells, and con- 
tracts with other Appalachian producers 
are also flexible (without liability for 
demand charges). Other distributing 
companies in the East have to obtain as 
much as 60-75 per cent of their total 
supply from the southern pipelines. How- 
ever, as the Appalachian reserves are 
gradually being exhausted, Equitable will 
increase its pipeline purchases as much 
as possible, obtaining perhaps 24 billion 
cubic feet this year compared with 14 
billion last year. 

(2) While Equitable does not have gas 
storage facilities aboveground, it has 
considerable underground storage in old 
wells. (It pioneered in this move.) Gas 
OCT. 25, 1951 


in storage at the beginning of winter has 
increased from 1.4 billion cubic feet in 
1936 to 16.6 billion last year, and an esti- 
mated 23 billion this year; and the com- 
pany hopes to reach 35 billion by 1955, 
which would permit handling a consider- 
able expansion in house-heating business, 
etc. 

(3) Another advantage is the fact 
that 90 per cent of all retail customers 
are located in the Pittsburgh area. The 
compactness of the distribution system 
makes the system more closely knit than 
most gas distributors ; the investment in 
distribution facilities is relatively low per 
unit of output. 

(4) Another advantage of this distri- 
bution system in Pennsylvania is that 
much of the property is still of the low- 
pressure type. Some conversion to me- 
dium pipe and pressure distribution has 
been made by reconditioning lines, etc., 
and the effect has been to increase capac- 
ity at very low cost. Only about 25,000 
out of 213,000 Pennsylvania customers 
are thus far served by medium-pressure 
distribution, hence conversion can be ex- 
tended to many other lines without heavy 
increase in cost, though it will be neces- 
sary to build additional feeder lines. 

(5) Equitable has low retail rates— 
low in relation to those of the two other 
gas companies in the same area (Con- 
solidated and Columbia) and also low 
in relation to competitive fuel prices, in- 
cluding electricity. If the company should 
find it necessary to seek higher rates, this 
would not disturb the competitive posi- 
tion. 

(6) There is a large unsatisfied de- 
mand for gas in the territory served, due 
to low rates, difficulties with other fuels, 
and the high level of consumer income 
which has facilitated conversion to gas. 
President Conover estimated that if gas 
and distributing facilities were available, 
the demand by present Pennsylvania re- 
tail customers by the end of 1955 would 
show an increase of 52 per cent over the 
present level, and including new cus- 
tomers the gain would be 80 per cent. 
But the question of “how much” and 
“when” this potential load should be 
acquired, to assure maximum profits, is 
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being investigated by the company. 

(7) There should also be substantial 
opportunities for administrative and op- 
erating economies. The company began 
to install machine billing in 1950 and the 
program is not complete. Administrative 
costs and operating efficiency will im- 
prove when the scattered staff and office 


e 


employees are brought together in one 
building in 1952. For some time prior 
to the reorganization of the Equitable 
Gas System employee morale was at low 
ebb, due to threatened breakup of the 
Philadelphia Company. Progress is now 
being made toward recruiting and train- 
ing adequate supervisory personnel. 
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(Continued) 


Louisville G. & E. ....... 


Montana Power 


New England G. & E. .... 
New Orleans Pub. Serv. .. 


Oklahoma G. & 


ie ccancness 


Potomac Elec. Power .... 
Pub. Serv. of Colo. ...... 
Pub. Serv. of Ind. ....... 
Puget Sound P.& L....... 
Rochester G. & E. ........ 
San Diego G. & E. ........ 


Toledo Edison 


West Penn Power 


Averages ... 


se eee een eee 


Revenues $10-$25,000,000 

Atlantic City Elec. ....... 
California Elec. Pr. ...... 
Calif. Oregon Power ...... 
Central Ariz. L.& P. ...... 
Central Hudson G. & E. .. 
Central Ill. E. & G. ...... 
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Central Ill. Light 


Central Maine Power .... 
Connecticut Power ........ 


Delaware P. 


_ eee 


Florida Power Corp. ..... 
Hartford Elec. Light ...... 


Idaho Power .. 
Interstate Power 


Iowa Electric L. & P. ..... 
Iowa Pub. Service ....... 


Iowa-Illinois G. & E 
Iowa Power & Light 


Kansas Gas & Elec. ...... 


Kentucky Utilities 


eeeeeee 


Minnesota P. & L. ....... 
Mountain States Power ... 
Otter Tail Power ........ 


Pacific P. & L 


eee ee eeeee 


Portland Gen. Elec. ...... 
Public Service of N. H. .. 


Scranton Elec. 


So. Carolina E. & G. ...... 
Southern Indiana G. & E. .. 
Southwestern Pub. Serv. .. 


Tampa Electric 
United Illum. .. 


Utah Power & Light ...... 
Western Mass. Cos. ...... 
Wisconsin P. & L. ........ 


Averages ... 


Revenues $5-$10,000,000 

Arkansas Missouri Power . 
Central Louisiana Elec. ... 
Central Vermont P. S. .... 
Community Pub. Ser. ...... 
El Paso Electric ......... 


Ooronoood 


Empire Dist. Elec. 


Iowa Southern Util. ...... 
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se 9/26/51 Indicated — Share Earnings* Div. 
(Continued) Price Dividend Approx. Cur. In- ings Pay- 
About Rate teld Period crease Ratio out 
O Lawrence G. & E.......... 36 =. 22.40 6.7 3.10d 6 116 77 
“S U5) eee 31 2.00 6.4 2.12d 9 146 94 
O Madison Gas & Elec. ...... 31 1.60 5.2 2.31d 22 13.4 69 
O Northwestern P. S. ....... 11 80 7.3 1.29je a 85 62 
C Penn Water & Power .... 37s 2.00 5.4 2.23d 5 16.6 9% 
O Pub. Ser. of New Mexico. 18 1,00 5.6 1.6lje 5 >) aa. 
O Rockland L. & P. ........ 10 60 6.0 72je 3 139 84 
S St. Joseph Lt. & Pr. ...... 21 1.50 7.1 1.97je D2 10.7 76 
O Tide Water Power ...... 8 60 7.5 / D23 9.3 70 
O Tucson Gas, E.L. & P. .. 24 1.60 6.7 2.26je —_ 10.6 62 
O Western Lt. & Tel. ....... 23 1.60 7.0 2.18je 4 10.5 73 
BIG ninicsevccccce 6.5% 114 73% 
Revenues under $5,000,000 
O Arizona Edison .......... 19 $1.20 6.3% $1.45je 5% 13.1 83% 
O Bangor Hydro Elec. ...... 27 1.60 5.9 2.23je D14 12.1 72 
O Beverly G. & E. ........... 46 3.40 7.4 4.13d 31 11.1 82 
O Black Hills P. & L. ...... 19 1.28 6.7 2.14ju 6 89 8660 
O Citizens Utilities ......... 16 90&Stk 5.6 2.12je 10 a6| US 
O Colorado Central Power ... 17 1.00 5.9 1.39je 16 12.2 72 
O Concord Electric ......... 36 ©=6. 2.40 6.7 2.65d 3 136 91 
ff (Vos ea 22 1.40 6.4 2.08d 8 106 67 
O Eastern Kansas Utils. .... 15 60 40 90d 18 16.7 67 
O Fitchburg G. & E. ....... 46 3.00 6.5 3.68d 32 125 8&2 
O Frontier Power .......... 3 25 8.3 49d 20 6.1 82 
O Green Mountain Power ... 15 1.00 6.7 1.78je 14 84 56 
O Haverhill Elec. .......... 34 = 3.00 8&8 3.14d 12 108 9% 
O Lake Superior Dist. Pr. ... 25 1.80 74 2.65je 6 94 68 
O Lowell Elec. LA ......00. 45 3.55 79 3.96d 18 114 90 
C Maine Public Service ..... 154 1.00 6.5 1.59ju 7 9.7 8663 
O Michigan Gas & Elec. ..... 25 1.80 7.2 2.65je 24 95 68 
O Missouri Edison ......... 10 70 7.0 1.14je 9 88 61 
C Missouri Public Ser. ...... 44 2.60 5.9 5.12d 16 8.6 51 
O Missourj Utilities ........ 16 1.00 6.3 1.69je 3 95 59 
O Newport Electric ........ 28 1.80 6.4 2.46ag D19 114 73 
O Sierra Pacific Power ..... 25 1.60 6.4 1.95ju D6 128 82 
O Southern Colo. Pr. ...... 10 70 7.0 88my 2 11.4 #80 
O Southwestern El. Ser. ..... 11 80 7.3 1.29my D7 8.5 62 
O Upper Peninsula Power .. 14 1.20 8.6 1.36je D12 10.3 8&8 
TI ii iit btrimaicacies 6.7% 106 7 
Averages, five groups ... 6.4% 11.7 74% 
Canadian Companies** 
C Brazilian Trac. L. & P. .. 27 ~=—- $2.00 74% $4.69d 4% 5.8 43% 
C Gatineau Power .......... 19 1.20 6.3 1.46d 2 13.0 
C Quebec Power ...........- 19 1.00 5.3 1.33d 9 143 75 
C Shawinigan Power ....... 38 1.45 3.8 1.98d 39 192 73 
C Winnipeg Electric ........ 38 240 6.3 2.44d D4 15.6 82 





d—December, 1950. my—May, 1951. je—June, 1951. ju—July, 1951. ag—August, 1951. 
B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of-town exchange. 
New York Stock Exchange. E—Estimated. NC—No comparable figures available, *All twelve 
months’ earnings comparisons have been adjusted to reflect in both periods the present number 
of shares outstanding. If additional common shares have been recently offered, earnings are 
adjusted to give effect to the offering. **While these stocks are listed on the Curb, Canadian 
prices are used. (Curb prices are affected by exchange rates, etc.) tDoes not fully reflect 
$7,000,000 gas rate increase effective February 18, 1951. Earnings on average shares outstand- 
ing $2.23; price-earnings ratio on this basis 14.8 and dividend pay-out 90 per cent. # Earnings 
~ average shares outstanding $4.88, price-earnings ratio on this basis 12.1, and dividend pay-out 

per cent. 
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What Others Think 


Thoughts on Cheap Natural Gas 


PEAKING for himself as distinguished 
from the Petroleum Administration 
for Defense, of which he is assistant 
deputy administrator, C. P. Rather 
told the Independent Natural Gas Asso- 
ciation of America members at their an- 
nual convention in Oklahoma City re- 
cently that gas cannot supply the entire 
fuel market of this country. He added 
that the present cheap price has a tend- 
ency to make the public “want to do ex- 
actly that.” 

The Southern Natural Gas Company 
president further stated that so long as a 
too cheap price is in effect, the result is 
that the reserves presently dedicated to 
pipelines are gradually depleted. And he 
noted that they become increasingly diffi- 
cult to replace. Undedicated reserves are 
held for other uses or committed only for 
short periods. The incentive for expira- 
tion is threatened and the end result is 
that expansion of pipeline and distribu- 
tion facilities is made more difficult. He 
added that partially for these reasons, 
and also because of the short supply of 
steel, natural gas is, in many instances, 
limited to the favored few who have it 
because they are dependent on it and 
withheld from others. He continued: 


Natural gas should be generally 
available on a basis nearer its real value 
instead of being so cheap that an un- 
satiable appetite results. 

In the long run the public will suffer. 


He then observed: 


Where do the pipeliner and the dis- 
tributor enter this picture? Do they 
expect to get rich from higher prices? 
No doubt they would like to but these 
elements of the industry are at least 
partially reconciled to regulation. They 
don’t expect more than their rate of 
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return. But they don’t like the pos- 
sibility of going broke while they fight 
through a rate case. Consequently 
they are reluctant to pay higher prices 
for gas and higher construction cost 
and operating expenses to expand 
their systems. Gradually a static situa- 
tion results which can lead to only one 
thing and that is more rationing and 
regulation. 


ER went on to say that he expect- 
ed that the producer has been in 
full agreement with what he had said but 
that the producer, too, should heed a 
word of warning. He noted that at pres- 
ent the producer is not regulated. He 
referred to a recent decision of the Fed- 
eral Power Commission (the Phillips 
Case) in which the commission said that 
it did not think that the producer was 
ever intended to be regulated under the 
Natural Gas Act as written by Congress. 
Rather concurred with the decision and 
said that the public would suffer should 
the producer ever come under regulation. 
But the PAD official pointed out that the 
producer increases his risk of regulation 
if he attempts to push gas prices beyond 
reasonable limits. He stated that judg- 
ing by the current field prices of gas, 
those limits are not far off. 

The pipeline president then referred 
to the heavy volume of rate increase re- 
quests currently pending before the Fed- 
eral Power Commission. He added that 
when the impact of these increases hits 
the public, sound explanations will be 
required. Without explanation, Rather 
claimed that these rate increases can 
bring about very unhappy results for 
everyone involved, including the pro- 
ducer. He continued: 


The public can and will pay higher 
prices for gas. It has shown this by 
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the way it fights for gas from new 
pipelines having much higher rates 
than those of old gas systems operating 
in the same territory—better to have 
gas at higher rates than no gas at all— 
but it won’t be gouged. There is room 
for the producer to get higher prices 
and his prices have increased to the 
point where a gas-producing opera- 
tion is quite profitable and gives in- 
centive to explore for more. The pro- 
ducer should be assured that his con- 
tracts for the sale of gas will not be 
interfered with. He, also, should make 
gas available to permit the necessary 
expansion of the pipeline and distribu- 
tion portion of the industry so they can 
reasonably supply the public. 


E then referred to the pipeline, dis- 
tributing utilities, and the regula- 
tory bodies as follows: 


The pipeline and distribution com- 
panies should make every effort to 
supply the public and should work to 
sell their product at its real value on 
a truly competitive basis. 

The regulatory bodies should take a 
realistic view of the problem, looking 
to the end of minimizing the risk in- 
volved in establishing new rate sched- 
ules and towards reaching a balanced 
fuel economy. 


He continued: 


At this point let me say that, in gen- 
eral, I think the Federal and state 
bodies know this. Some sound think- 
ing has been devoted to the future of 
the natural gas business as a part of 
the American free enterprise system. 


This type thinking is in the majority 
but whether the majority thinking pre- 
vails depends to a large extent on how 
the entire industry conducts itself. 


Rather then pointed out that, under the 
law, the regulatory bodies have to give 
rate increases when the facts justify them 
just as they must decrease rates when the 
facts justify that action. He added that 
so far the regulatory commissions’ job, 
from a standpoint of public pressure, has 
been easy since rates have been de- 
creased. The speaker predicted that from 
now on the job would be a more difficult 
one and the gas industry by the way it 
handles its affairs and by the way it 
makes itself known to the public, can 
make that job either harder or easier and 
by the same token it can make its own 
job harder or easier. He closed on the 
following point : 


Let me make one final point. The 
public does not understand the nat- 
ural gas business ; other businesses do 
not understand it; the press knows 
nothing about it except what it picks 
up as news and, as you well know, one 
divorce makes more headlines than a 
hundred happy marriages, so the 
press’s ears are attuned to the diffi- 
culties and mistakes of the industry 
and not to its accomplishments. 


Rather then stated that it was his con- 
sidered opinion that the natural gas in- 
dustry has reached an important cross- 
road and it must now stop, analyze its 
problems with the greatest care, solve 
them in the light of broad public policy, 
and see that the answer is so presented 
that it is fully understood. 





Natural Gas Boom 


tie for natural gas in the Ap- 
palachian and eastern seaboard 
area has been snowballing since the end 
of World War II and “we believe we 
have little more than touched the sur- 
face of the market,” R. H. Hargrove, 
Texas Eastern Transmission Corpora- 
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tion president, told a recent luncheon 
meeting of the Los Angeles Society of 
Security Analysts. 

Hargrove stated that the direction of 
the gas industry’s future opportunity as 
well as its obligation is to obtain addi- 
tional gas supplies, secure the required 
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governmental authority to expand, and 
then build sufficient pipeline capacity to 
bring these supplies to present markets. 

Natural gas, however, is getting hard- 
er to buy every day, he declared. Much 
gas supply is controlled by oil companies, 
who, for one reason or another, are re- 
luctant to sell to interstate pipeline firms. 
Another factor is the isolated location of 
some reserves. 

Hargrove said there were three pos- 
sible solutions to the problem of tight 
supply : 

(1) Raise the purchase rates to en- 
tice reluctant owners to sell. 

(2) Extend supply lines to tap 
numerous small reserves — which 
would probably mean higher sales 
prices. 

(3) Pipeline companies can get 
into the exploration field “wholeheart- 
edly” to find their own gas supplies. 


HE pipeline company president 

stated that the latter possible solu- 
tion is the one in which a majority of the 
long lines are most interested. As a result 
many lines have formed production sub- 
sidiaries or acquired companies already 
owning production. Some may engage 
in exploratory work directly. 

The speaker noted that with the pos- 
sible exception of the Pacific Northwest, 
the entire country is, for all practical 
purposes, served by natural gas. Un- 
doubtedly this development will eventu- 
ally reach that region, too, but at that 
time the period of territorial expansion 
will have been completed. Hargrove 
further added that even though terri- 
torial expansion is virtually over, the 
period of saturation is only beginning 
for development of the potentialities of 
areas presently served has scarcely be- 


gun. 





Coal Gas Production 


é¢ S AFE Practices in Coal Gas Produc- 

tion” was the subject of an ad- 
dress given recently by Walter T. Dev- 
eny at the Accident Prevention Confer- 
ence in Kansas City, Missouri. Deveny 
stressed the necessity for safety precau- 
tions both in the handling of coal and 
during the coking process. He declared 
that the gases produced by the coking 
process offer innumerable hazards in- 
volving fire, explosion, and asphyxiation 
but curiously enough are the cause of 
but few of the industry’s accidents, In- 
creased knowledge and development of 
techniques in the handling of the gases, 
together with extreme and almost auto- 


matic alertness on the part of all em- 
ployees, all operate to reduce the dangers 
involved in handling gases toa minimum. 

Deveny explained that great as the 
progress has been in combatting dangers 
which can be studied and avoided, he is 
of the belief that no such progress has 
been made against the problems of man- 
failure. 

The safety expert added that he 
is convinced that education in safety 
measures is the only solution. The work- 
er must be taught to carry his own safety 
department with him in his tool box and 
to use it under any and all circumstances 
in which he might find himself. 





New Gas Facts 


OMPOSITE income statements and 
balance sheets in dollars for the en- 

tire gas utility and pipeline industry for 
the years 1937 to 1950, inclusive, now 
are available in a new issue of Gas Facts, 
released recently by the American Gas 
Association. Gas Facts is the annual 
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statistical yearbook of the gas industry, 
compiled and published by the AGA 
Bureau of Statistics. 

The gas utility industry achieved sev- 
eral new records during 1950, and the 
full extent of these advances is shown in 
authoritative detail in this valuable 


598 





WHAT OTHERS THINK 


source book of information. Several im- 
provements are contained in the 1950 
edition. 

All data relating to gas sales have 
been restated in therms, rather than 
cubic feet. A therm is a measure of heat 
content and it offers an equitable means 
of evaluating and comparing data relat- 
ing to fuels of different heat values. 

Other modifications in the contents of 


Gas Facts are the inclusion of data on 
sales and associated revenues to large- 
volume customers of utilities and pipe- 
lines, by type of industry during 1950. 
Certain salient statistics relating to the 
Canadian gas industry have been includ- 
ed. Copies of Gas Facts may be obtained 
from the American Gas Association 
Bureau of Statistics at a cost of $1.00 


per copy. 





Synthetic Fuel Plant Sought by Interior 


ECRETARY of the Interior Oscar L. 

Chapman has asked approval of gov- 
ernment aid to industry in establishing 
two huge plants for the manufacture of 
liquid fuels from coal and shale. The 
plants would supplement the nation’s sup- 
ply of fuels and relieve the pressure of 
increasing demands upon oil and gas de- 
posits. 

F. Eberstadt & Co. of New York an- 
nounced plans early this month for con- 
struction of a $400,000,000 plant in 
southern Illinois if government assist- 
ance—in the form of a guaranteed mini- 
mum price for the gasoline, chemicals, 
and other products—was forthcoming. 

The shale oil plant probably would be 
built in Colorado, where vast deposits of 
shale have been tapped on an experi- 
mental scale with promising results. 

Joseph B. Doherty, acting chief of syn- 
thetic liquid fuels in the Bureau of Mines, 
told a reporter that Mr. Chapman had 
asked the Defense Production Adminis- 
tration to allocate “borrowing power” 
to him under the Defense Production Act 
to get the program under way. This bor- 
rowing power would be authority to draw 
from the Treasury money necessary to 
cover the interim losses of a new plant 
until it went into regular operation. 


Mr. Doherty said the proposal would 
extend to the synthetic liquid fuels in- 
dustry assistance similar to that already 
provided by the government for new 
plants for the manufacture of aluminum, 
copper, and various metals. He said Mr. 
Chapman planned to use the power to 
help establish one shale and one coal 
plant. If the DPA grants the request, 
the Department of the Interior then 
would prepare the detail program for 
specific plants and submit it to the DPA. 

Mr. Doherty added that the DPA had 
asked for more information on the gen- 
eral proposal and that the Bureau of 
Mines was getting that information ready. 


HE resignation of James Boyd as 

director of the Bureau of Mines, an- 
nounced early this month and effective 
on October 15th, was said to have re- 
sulted in part from a disagreement be- 
tween Mr. Chapman and Mr. Boyd over 
the synthetic liquid fuels program. Mr. 
Boyd was said to have preferred to a- 
wait reports this fall on studies of com- 
parative costs of different techniques, 
whereas Mr. Chapman felt that enough 
information already had been gathered to 
enable the government and industry to 
move ahead immediately. 





q “PERHAPS a financially sober public official could sweep the country 

today by pointing out that the way to economize ts to economize.’ 

—M. S. RUKEYSER, 
Columnist. 
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The March of 
Events 


In General 


Trends in Gas Financing 


ATURAL gas companies, particularly 

those which have been engaged in 
expensive pipeline construction, usually 
have a higher percentage of debt but for 
a shorter term, generally twenty years, 
and with a complete serial or sinking- 
fund pay-out prior to maturity, according 
to Edward Hopkinson, Jr., partner of 
Drexel & Co. 

Hopkinson told the recent meeting of 
the Section of Public Utility Law of the 
American Bar Association in New York 
city that natural gas preferred stocks, 
particularly those involving substantial 
construction expenditures, have usually 
been marketed at higher dividend rates 
than the electric companies, and also with 
sinking funds. 

Hopkinson said the relatively early 
pay-out on natural gas debt and sinking 
funds on natural gas preferreds are 
logical on account of the “life” factor in- 
volved. Gas companies are reluctant to 
“prove” supplies of gas in the ground 
(reserves) for a period of longer than 
twenty years on account of property 
taxes on the value of “proved reserves,” 
as well as the uncertainties of longer 
geological forecasting. He believed the 
opinion of the best geological experts is 
that an adequate supply of natural gas 
can be counted upon as available for the 
foreseeable future, although probably at 
higher prices. 

Hopkinson observed that natural gas 
securities have also developed “a certain 
air of romance” as petrochemical scien- 
tific advances have indicated many fields 
of more valuable utilization of natural 
gas than as a fuel. As a result of these 
possible new uses for natural gas as well 
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as the growth factor in its use as a fuel, 
natural gas common stocks have attained 
a favor with investors that causes many 
of the most attractive to sell on a yield 
basis that is lower and a times-earnings 
basis that is higher than many soundly 
capitalized and well-established electric 
companies. The natural gas common 
stocks are also favorably affected by the 
relatively rapid pay-off of the senior se- 
curities ahead of the common stock, re- 
sulting in the improvement of the com- 
mon stock equity position. 


Gas Promised for Defense Needs 


Win government defense control 
officials and aluminum producers 
jittery over the shutdown of some pro- 
duction as a result of the electric power 
curbs in the Northwest, some apparent 
apprehension was felt about the continu- 
ation of natural gas supply for defense 
industry elsewhere. Already the Appa- 
lachian area is under restrictions ordered 
by PAD for the connection of new space- 
heating and large-scale consumers of 
natural gas. 

Late last month the government was 
reported to be seeking some way of assur- 
ing natural gas supplies for essential de- 
fense industry—especially in those cases 
where another sort of fuel cannot be used. 
Under the terms of the PAD order, re- 
stricting the connection of new consum- 
ers in the 15-state area, natural gas sup- 
pliers and distributors would be required 
to turn down large-scale demands from 
new consumers unless especially ordered 
by PAD to make connection. 

The special authorization approach 
will probably have to be taken. But 
answering a series of questions raised 
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about the applicability of the new order, 
PAD officials promised that they would 
at least “try” to assure supplies for de- 
fense industries. 

The order, PAD said, provides no re- 
lief for industrial consumers which have 


been refused service by natural gas sellers, 
but it promised to investigate any case 
involving essential defense production 
and “try to get an adequate supply for 
= operation” if no other fuel is avail- 
able. 


California 


State to Pay for Utility 
Restoration 


yp state will pay the costs of re- 

storing light, heat, and water, in 
case a California city is bombed, Major 
General Walter M. Robertson, state civil 
defense director, told a statewide meet- 


ing of local civil defense officials in 
Sacramento last month. If a bombed 
area finds it necessary to call in outside 
utility workers to restore utility services, 
the area should pay the bill and then file 
a claim against the state, he said. 

California’s civil defense program was 
one year old on October 8th. 


Connecticut 


Engineer to Advise on Gas 
Standards 


fe state public utilities commission 
recently announced that it had 
signed a contract for the services of a 
prominent New York consulting engi- 
neer to advise the commission in setting 


up standards for natural gas service. 

Commission Chairman Eugene L. 
Loughlin said the commission had en- 
gaged the engineer to assist the commis- 
sion and its staff in promulgating rules, 
regulations, and construction standards 
for natural gas pipelines within the 
state. 


Kentucky 


Gas Plant Sales Approved 
Sz by the Kentucky Utilities Com- 
pany of its gas plants at Paducah 
and Shelbyville was approved by the 
state public service commission last 
month. 
The Paducah plant went to the West- 
ern Kentucky Gas Company for $822,- 


078.90. The Shelbyville plant went to 
the newly organized Shelbyville Gas 
Company for $28,200. 

The Western Kentucky Gas Com- 
pany, with headquarters in Owensboro, 
serves that city, Bowling Green, and a 
dozen or more smaller communities in 
southwestern Kentucky. 


” 

Michigan 

pletely revamped the old commission 
organization, reportedly much in the 
manner which will be recommended by 
the “Little Hoover” commission on re- 
organization of state government. 
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Commission “Streamlined” 
J gon H. McCartny, state public 
service commission chairman, has 
“streamlined” his state agency and 
stirred up some controversy. He com- 
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The streamlined structure failed to 
please several staff members, and now 
the civil service commission has objected. 

McCarthy was said to be the first de- 
partment head to take at face value the 
move to reorganize state government and 
cut out inefficient operating methods and 
deadwood. 


The commission was originally com- 
posed of nine minor division heads, 
accountable only to the commission. 
They have been consolidated under four 
supervisors. Now heads of gas, tele- 
phone, and electric divisions report to 
a supervisor of utilities instead of going 
straight to commissioners. 


Minnesota 


Fare Increase Denied 


t & state railroad and warehouse 
commission, charging company mis- 
management on three counts, recently 
denied a Twin City Rapid Transit Com- 
pany appeal for an emergency fare 
increase. 

The company had asked to eliminate 
the discount in purchase of tokens at 
four for 55 cents, putting streetcar and 


bus fares on a straight 15-cent basis. 

It was said to be the first time in re- 
cent commission history that an increase 
had been denied. One of the principal 
reasons was company use of its deprecia- 
tion reserve fund to pay dividends to 
stockholders. The order also was re- 
ported to be one of the severest criti- 
cisms of company management ever 
written by the body. 


a 
New York 


Natural Gas Pipeline 


Authorized 


‘_ Federal Power Commission re- 
cently authorized the Brooklyn 
Union Gas Company, Brooklyn, to 
construct and operate approximately 
3,700 feet of pipeline in Brooklyn to 
supply natural gas to the Williamsburg 
power plant of the New York city Board 
of Transportation. 

The line, estimated to cost about 


$110,000, will extend from a point on 
the company’s existing 20-inch line at or 
near the intersection of Penn street and 
Bedford avenue to the Williamsburg 
plant. The gas will be used in the power 
plant as boiler fuel for the generation 
of electricity. 

The state public service commission 
intervened in the proceeding, contending 
that since the facilities would not be used 
in interstate commerce they would not 
be subject to FPC jurisdiction, 


Ohio 


FPC Affirms Order 


HE Federal Power Commission last 
month affirmed, after a rehearing, 

its order of February 15, 1951, author- 
izing Lake Shore Pipe Line Company, 
of Cleveland, Ohio, to acquire, construct, 
and operate pipeline facilities to supply 
the northeastern Ohio area with natural 
s. 
The rehearing, which was held earlier 
this summer, was concerned with a 27- 
mile section of old pipeline between 
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Ashtabula and Fairport, Ohio, which 
Lake Shore will operate as part of its 
system after reconstructing a part of it. 
The FPC’s February 15th order was 
conditioned to require, among other 
things, that the old pipeline be further 
tested. 

The commission subsequently granted 
requests for rehearing by Erie Gas 
Service Company, Inc., and Grand 
River Gas Transmission Company, 
which were competing with Lake Shore 
for the northeastern Ohio market. 
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Virginia 


Interior Studies Appeal in 
Roanoke Case 


j | prmens Etectric & Power Com- 
PANY’s bid to build a hydroelectric 
dam at Roanoke Rapids, North Carolina, 
was upheld on October Ist by the United 
States Court of Appeals for the Fourth 
Circuit. 

Secretary of the Interior Oscar L. 
Chapman, who has been fighting the 
project, is expected to recommend that 
the United States Supreme Court de- 
cide whether the government or Vepco 
shall build the proposed $27,000,000 
dam. 

Chapman, who is studying the circuit 
court opinion, declined direct comment. 
However, aides to Solicitor General 
Philip Perlman, who must decide 
whether to seek a Supreme Court appeal, 
said his decision would depend on Chap- 
man’s recommendation. 

Jack G. Holtzclaw, Vepco president, 
said building of the controversial dam 
would be held up until a final verdict is 
received from the courts. 

“We will continue fighting the case 
as long as it is kept in the courts,” Holtz- 
claw said when Chapman’s expected 
recommendation of further court action 
was passed on to him. “We expected it 
all the time,” Holtzclaw added. 

The appellate tribunal at Richmond, 
in an opinion written by Chief Judge 
John J. Parker, rejected the contention 
by Secretary Chapman and the Virginia 
Rural Electrification Association that 
Congress reserved the multimillion-dollar 
project for development by the govern- 
ment. 

Judge Parker’s opinion said there was 
“no merit whatever” in Chapman’s con- 
tention that the Federal Power Commis- 
sion exceeded its authority in granting 
the disputed license to Vepco. This ques- 
tion was raised before the appellate body 
at a hearing on September 4th in 
Baltimore. 

The other questions were: (1) Is 
either of the petitioners an aggrieved 
party within the meaning of the statute 


603 


providing for review of the case? 
(2) Has Congress withdrawn the pro- 
posed development at Roanoke Rapids 
from the licensing power of the commis- 
sion? (3) Is the commission precluded 
from granting the license here ques- 
tioned by reason of its approval of the 
comprehensive plan for the development 
of the Roanoke river basin? 

And the court said in answer: “We 
think that all of these questions must be 
answered in the negative.” 


Virginia Outlines Gas Curb 
Procedure 


se Virginia Corporation Commis- 
sion, one of the state regulatory 
agencies to certify that it will handle its 
own restrictions on natural gas, has re- 
cently indicated that it will insist on 
proper parties and procedures in con- 
nection with enforcing natural gas serv- 
ice restrictions. 

The commission ruled on September 
24th that it lacked jurisdiction and dis- 
missed a request of the Virginia Gas 
Transmission Corporation for restric- 
tions on the use of natural gas for heating 
in northern Virginia. Virginia Gas pe- 
titioned the state commission asking that 
the restrictions be applied to the Rosslyn 
Gas Company, retail outlet in the Arling- 
ton-Alexandria area for gas supplied by 
the pipeline firm. 

The state corporation commission held, 
however, that Virginia Gas was engaged 
entirely in interstate commerce, and that 
the commission could not do anything to 
it or for it. 

Commissioner H. Lester Hooker noted 
the petition should have come from the 
retail company. Counsel for Rosslyn Gas 
indicated the retailer would ask for the 
restrictions at a later date. 

The state commission has turned down 
a similar request by the Virginia Gas 
Distribution Corporation, another Vir- 
ginia Gas Transmission Corporation out- 
let serving a number of cities and towns 
in the valley of Virginia. 
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Bond Issue Approved Despite Increase in Debt Ratio 


tt Colorado commission authorized 
a gas company to issue first mort- 
gage bonds, debentures, preferred stock, 
and common stock dividends to defray 
the cost of acquiring another gas system, 
to reduce an outstanding bank loan, and 
to provide for the cost of construction 
of a distribution system. The purpose of 
the stock dividend was to establish the 
amount of outstanding common stock at a 
figure more in line with the other items 
on the company’s balance sheet. 

The proposed financing would result 
in an increase in the company’s bonded 
indebtedness from 52.35 per cent to 60.74 
per cent of total capital structure. The 
commission, although observing that the 
debt ratio seemed to be high in accord- 
ance with established principles of sound 
public utility financing as previously re- 
quired, did not believe that under the cir- 
cumstances of this case it was too high. 

The company’s gross income was am- 
ple to service the income deductions, and, 
consequently, the increase in debt ratio 
would not carry a threat to the financial 
integrity of the company. The commis- 
sion recognized the tax savings applicable 
to a bond issue since annual interest re- 
quirements are an allowable deduction 
in computing taxable income. It pointed 
out that such savings, which would not 
be available if the company issued addi- 


tional common or preferred stock, di- 
rectly affect the earnings of the company 
and the burden its customers have to bear 
in rates for service. 

Furthermore, the company’s financial 
structure would be strengthened by the 
sinking-fund and retirement provisions in 
the bonds and debentures. The bonds are 
subject to a sinking-fund provision pro- 
viding for a scheduled redemption out 
of earnings. Thus the debt ratio of the 
company will automatically be improved 
each year. Another factor considered was 
the fact that the area served by the com- 
pany is comprised largely of domestic 
users. Consequently, earnings are likely 
to be less affected by a recession than if 
the company were serving a highly indus- 
trialized area. 

The commission also exempted the 
proposed issue from competitive bidding 
requirements although recognizing the 
desirability of competitive bidding gen- 
erally. It found that the price offered and 
the yields contemplated were favorable. 
Furthermore, it pointed out that market 
conditions are not stable and that the 
delay which would result if the bonds 
were to be sold by competitive bidding 
might result in considerably lower prices 
than those being offered. Re Greeley Gas 
Co. Application No. 11229-Securities, 
Decision No. 37033, July 3, 1951. 


e 


Gas Company Permitted to Retain Reparation Fund 


NATURAL gas company was directed 

by the Missouri commission to re- 

tain for its own use a $9,000 refund which 
it had received as a result of the Federal 
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circuit court decision in Interstate Nat. 
Gas Co. v. Federal Power Commission 
(1950) 181 F2d 833, 84 PUR NS 33. 
The money represented the company’s 
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share of reparations which were ordered 
by the Federal court after it had deter- 
mined that an interstate gas company 
had collected excess charges. 

The commission accepted the com- 
pany’s estimate that the cost of distribut- 
ing the $9,000 would be about $6,500 if 
all present and former customers were 
included and $4,300 if only present cus- 
tomers were included. 

This cost-of-distribution factor, when 
considered with the fact that no one op- 


e 


posed the company’s retention of the fund, 
apparently affected the commission’s de- 
cision. 

The commission observed that even if 
the company were allowed to keep the 
fund, its earnings would not be excessive 
and indicated that at some future time it 
would take into consideration its action 
in this case with more substantial result- 
ing benefits to the consumers. Re Mts- 
souri Nat. Gas Co. Case No. 12,103, July 
20, 1951. 


Interruptible Natural Gas Service Rate Approved 


To Michigan commission, in approv- 
ing an interruptible service rate for 
the sale of natural gas, found that the 
inclusion of a specific stand-by require- 
ment was not necessary. Some of the 
company’s prospective customers who 
had indicated an ability and willingness 
to take natural gas at the proposed inter- 
ruptible service rate had stand-by facil- 
ities to use in case of interruption or cur- 
tailment of service. Other prospective 
customers who did not need continuous 
use of fuel for the requirements of their 
business did not feel justified in investing 
in stand-by facilities. The type of business 
operated by these customers would not 


greatly suffer from supply interruption. 

The commission said that although it 
would not require the inclusion of the spe- 
cific stand-by requirement, it should be 
distinctly understood and represented by 
the company that service under this rate 
was definitely interruptible or curtailable 
as found necessary by the company and 
that no rights to firm gas service should 
be acquired by virtue of service under the 
interruptible rate. Under these conditions 
the commission found that the proposed 
interruptible service rate was in the pub- 
lic interest and should be approved. Re 
Southeastern Michigan Gas Co. D-3770- 
51.4, June 15, 1951. 


e 


Gas Company Entitled to 74 Per Cent Return 


GAS company serving Miami Beach 
may charge rates yielding a return 
of 7$ per cent on “actual cost” less “ac- 
crued depreciation,” according to a ruling 
of a Florida circuit court. Rates pre- 
scribed by ordinance were held to be con- 
fiscatory and to deprive the company of 
its property without due process of law, 
since they would yield a return of only 
about 6 per cent. 

In so ruling the court reversed in part 
and affirmed in part a special master’s re- 
port. This report was deemed proper 
when made, but the legislature had made 
a new declaration of public policy when 
it delegated rate regulatory authority over 
gas and electric utilities to the commis- 
sion. 
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The statute empowered the com- 
mission to determine actual legitimate 
costs of utility property honestly and pru- 
dently invested, less accrued depreciation. 

The court also noted that after the fil- 
ing of the report the supreme court of 
Florida announced a standard of valua- 
tion other than that used by the master. 
In Jacksonville Gas Corp. v. Railroad & 
Public Utilities Commission (1951) 88 
PUR NS 420, 50 So2d 887, the court 
stated that the rate-making body might 
select either the “actual cost” plan or 
“present fair value” plan and derive a 
rate that the court could not condemn. In 
that case the use of accrued depreciation 
was inferentially approved by the su- 
preme court. Consequently, this remains 
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an important factor which must be con- 
sidered in a rate case. 

The circuit court concluded that the 
property valuation factor of the rate base 
is “original cost depreciated,” which was 
in this case equivalent to “actual cost” 
less “accrued depreciation.” 

General economic conditions, the neces- 
sity and ability of the utility to attract cap- 
ital, the current cost of money, the risk 
involved, comparisons with other enter- 
prises of a similar nature, and the effi- 
ciency of management were considered 
essential factors entering into the deter- 
mination of a fair and reasonable rate of 
return. The court recognized that gen- 
eral economic conditions are at a high 
level and that the cost of doing business 
and cost of living have increased sharply 
in the post World War II period. It also 
noted that public utility rates throughout 
the United States have been increased by 
official and judicial action in nearly every 
forum of the country. 

The gas company is in a vulnerable po- 
sition from the standpoint of the general 
character of the population it serves, be- 
ing largely dependent on the winter vis- 
itor business and subject to weather con- 


ditions. [t was pointed out that the extent 
to which visitors come to the area and 
the volume of gas sales are dependent 
largely on the economic conditions over 
the country. A warm winter season makes 
great inroads into the company’s earn- 
ings. The conditions contribute to the 
company’s poor load factor of 25 per cent 
of capacity and places its operation in a 
higher risk category than other gas util- 
ity companies. 

In the Jacksonville Case the commis- 
sion had fixed a return of 7 per cent. The 
court pointed out that by comparison with 
the Miami Beach area, Jacksonville is a 
staid, stable, substantial community 
where business conditions remain on a 
constant level throughout the year and 
are not subject to the same degree of fluc- 
tuation or variation as the Miami Beach 
area. It was concluded that the company 
serving the Miami Beach area was in a 
high public utility investment risk cate- 
gory and was, consequently, entitled toa 
return of at least 74 per cent. The com- 
pany’s existing rates were approved be- 
cause they most nearly provided such a 
return. Peoples Water & Gas Co. v. 
Miami Beach, No. 118302, June 21, 1951. 


Individual May Transfer Gas Franchise without Approval 


N individual who is not rendering 
public utility service need not ob- 
tain commission consent to transfer to a 
public utility a municipal franchise held 
by him, according to the Missouri com- 
mission. The individual was not engaged 
in any type of utility business in his in- 
dividual capacity. He was, however, 
president of the gas company. The com- 
mission observed that not only was its 
consent to the transfer unnecessary but, 
in fact, it was without jurisdiction in the 
matter. 

The governing statute provides that 
no gas corporation shall transfer its 
franchise without commission authority. 
The term “gas corporation,” as used in 
the statute, includes corporations or per- 
sons owning, operating, controlling, or 
managing any gas plant operating for 
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public use under privilege, license, or 
franchise. 

The commission observed that in this 
case the individual held nothing but a 
naked franchise. He owned no operating 
properties, nor did he in any way con- 
duct a gas utility business. It concluded 
that he did not come within the definition 
of a gas corporation as set forth in the 
statute. Consequently, he might transfer 
his franchise as he saw fit. 

Furthermore, the commission held, the 
licensed gas company could acquire the 
franchise and operate its utility business 
under that instrument without the ap- 
proval and consent of the commission. 
The utility had authority to serve the area 
covered by the franchise. Any franchise 
obtained subsequent to the issuance of 
a certificate from newly constituted pub- 
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lic bodies located in the service area of 
the utility, and assigned to that utility, 
should be treated as a new, or renewal, 
franchise supporting an active certificate 
of convenience and necessity. It would 
not be necessary to submit this to the 
commission for its approval. The method 


e 


by which the franchise was acquired by 
the operating gas company was of nocon- 
cern to the commission, particularly 
since no question was raised as to the 
validity of the franchise or its proposed 
transfer. Re Bell et al. Case No. 12,174, 
September 5, 1951. 


Restoration of Telephone Service to Alleged Gambler 
Matter for Equity Rather Than Law Court 


uDGE Vincent C. Giblin of the Florida 
J Circuit Court dismissed a proceeding 
at law to compel a telephone company to 
restore service denied to a subscriber al- 
legedly using telephone facilities for gam- 
bling purposes. However, the dismissal 
was without prejudice to the subscriber’s 
right to seek relief in equity. He ruled 
that when an appeal is made for such 
relief, .t should be by bill in equity, since, 
in his opinion, mandamus on the law side 
is not the proper remedy. 

Because of recently enacted legislation, 
the use of telephone facilities for gam- 
bling purposes, or in furtherance of gam- 
bling, is a criminal offense in Florida. 
Judge Giblin observed that much, if not 
most, of what was said in this opinion 
might be obiter dicta, but his purpose 
was not only to explain the action taken 
by the court, but also to express his in- 
terpretation of applicable and governing 
law for the guidance of litigants and 
counsel in future cases of a similar na- 
ture. He expressed the hope that his 
fellow judges who might not yet have had 
the opportunity or occasion to study and 
decide the important questions under the 
statute might concur in his views so that 
there would not be conflicting decisions 
in future cases, 

Under the statute, an offending crim- 
inal is not entitled to the aid of a court 
of equity to prevent the discontinuance 
or to effect a restoration of telephone 
service which he has employed to further 
his illegal gambling activities. The statute 
also provides that any person aggrieved 
by the action of the utility should be en- 
titled to present the matter to the com- 
mission for its review and determination. 
If, after consideration, it is determined 
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that the subscriber is entitled to telephone 
service and that it will not be used for 
unlawful purposes, the commission may 
authorize the utility to provide such serv- 
ice. The court said that there is no con- 
stitutional impediment to the legislature’s 
delegating this power to the commission, 
rather than to the courts. 

It was conceded that conditions may 
arise in which one whose service is about 
to be, or has been, discontinued, may be 
entitled to temporary injunctive relief 
pending a commission hearing. The court 
said that if equities are shown to be in- 
volved, a court of equity has jurisdiction 
to act by appropriate injunctive order to 
prevent a discontinuance or to require 
a restoration of service until such time 
as the affected person shall have been 
accorded a commission hearing. 

In holding that such relief should be by 
a bill in equity rather than by mandamus 
on the law side, the court said that the 
chancellor should act cautiously and with 
the utmost discretion. It should be pre- 
sumed that the law enforcement officer by 
whom the telephone company has been 
notified of illegal use of its facilities has 
not violated his oath of office and abused 
the drastic power vested in him. On the 
other hand, it was said, the court should 
be appreciative of the fallibility of law 
enforcement officers and their under- 
standable tendency to rely on circum- 
stances as supporting their suspicion of 
guilt even though the circumstances may 
be entirely consistent with innocence. 

The injunctive relief, in the exception- 
al case where it shall be granted because 
of the impelling equities involved, should 
be such as the exigencies of the matter 
require to afford a temporary safeguard 
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only until such time as the commission 
shall have heard and determined the mat- 
ter. 

The court should not undertake to 
exercise the jurisdiction vested in the 
commission. In fact, the court held, the 
relief should not be granted unless the 
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aggrieved party shall have applied to the 
commission for a hearing or unless he 
shows a valid excuse for not having done 
so and states under oath his intention to 
do so without delay. Gardner v. Southern 
Bell Teleph. & Teleg. Co. Case No. 
25636-I, August 7, 1951. 


Local Carriers Need Certificate to Interchange 
Shipments for Joint Hauls 


To superior court of Pennsylvania 
reversed a commission order which 
permitted two local motor carriers to 
interchange shipments and establish joint 
haul practices without any proceeding to 
determine the public necessity for the in- 
terchange and the resulting new service. 
It held that the commission must hold 
a hearing, receive evidence, and pass 
upon the question of public necessity 
where additional rights are granted a 
carrier or group of carriers. The inter- 
change or the establishment of joint 
routes put into effect by the motor car- 
riers in this case was held to involve the 
exercise of an additional right by those 
catriers. 

The court observed that the privilege 
of interchange allows a carrier to accept 
freight originating at points included in 
its certificate and destined for delivery 
beyond its authorized territory and to 
carry it to an interchange station to be 
transferred to another carrier delivering 
the freight to the destination in the ter- 
ritory embraced in the latter’s certificate. 
It was pointed out that both courts and 
commissions have consistently held that 
specific commission approval is necessary 
for such interchange service. The full 


right of interchange or the establishment 
of through routes between carriers cer- 
tificated in different areas was held to 
constitute a distinct rendition of public 
service requiring specific commission ap- 
proval in the form of a certificate of 
public convenience and necessity. 

The commission believed that its own 
rules and regulations allow such an in- 
terchange without a hearing or determi- 
nation of public need for the service. The 
court concluded, however, that if the rules 
were considered in their entirety, it would 
be possible to give them an interpretation 
consistent with the law requiring specific 
commission approval of such interchange 
rights as were claimed by the motor 
carriers. 

The construction of such rules and 
regulations, as well as the rules and regu- 
lations themselves, must be consistent 
with the law, according to the court. It 
said that the power of the commission to 
prescribe rules and regulations under a 
statute is not the power to make law, but 
only the power to adopt regulations to 
carry into effect the will of the legislature 
as expressed by statute. Lancaster 
Transp. Co. et al. v. Public Utility Com- 
mission et al, 82 A2d 291. 
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Service Failure Basis for Revocation of Operating Authority 


HE supreme court of Nebraska up- 

held a commission order canceling 
a motor carrier’s authority to serve inter- 
mediate points between specified termi- 
nals for willful cessation of regular sched- 
uled service to those points without 
obtaining commission approval. The car- 
rier had not conducted regular operations 
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over the route involved because freight 
tonnage had dropped off. 

During the past six months, it had 
performed little or no service to only a 
few of the many intermediate points be- 
tween the terminals involved, and none 
to them upon any regular basis. Further- 
more, the carrier had not been available 
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to perform adequate regular service. 

It was conceded that the carrier had 
at no time applied to the commission for 
authority to discontinue or abandon his 
regular route operating rights in whole 
or in part, and had not advised the com- 
mission of the fact that he was not con- 
tinuing all operations over all of the high- 
ways over which he held authority. He 
had not provided all of the services re- 
quired by his certificate, although he 
knew that such approval was required. 

At the outset, the court held that the 


‘ commission has jurisdiction and author- 


ity to suspend, change, or revoke a cer- 
tificate of convenience and necessity in 
whole or in part if it does so in conform- 
ity with governing statutes. The commis- 
sion has statutory authority to revoke a 
certificate for willful violation of the pro- 
visions of the governing statute or any 
reasonable order, rule, or regulation 
promulgated under that statute, The car- 
rier raised the question whether or not 
it had been guilty of any such willful vio- 
lation. The court observed that the word 
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Other Important Rulings 


HE Massachusetts Department of 

Public Utilities approved the issue 
of 10-year sinking-fund notes to finance 
a gas company’s conversion of customers’ 
appliances and exempted the issue from 
competitive bidding requirements where 
the issue was to provide for nonrecurring 
operating expenses to be amortized over 
a 10-year period and did not in any 
sense represent permanent capitalization, 
where the cost of the requirement of com- 
petitive bidding would be disproportion- 
ate to the size of the issue, and where the 
company had made a sincere effort to 
secure money at the lowest possible cost. 
Re Springfield Gas Light Co. DPU 
9584, July 30, 1951. 


The Massachusetts Department of 
Public Utilities, in authorizing a gas com- 
pany to issue securities to pay notes or 
other indebtedness incurred for the con- 
struction of additions to its plant, said 
that normal construction expenditures 


“willful” often denotes an act which is 
voluntarily, knowingly, or permissively 
done as distinguished from one which is 
accidental or otherwise beyond the con- 
trol of the person to be charged. 

The general notion that a willful act 
implies a bad purpose is derived from 
criminal statutes. It has no such meaning 
when used in a statute to denounce an 
act not in itself wrong. The court con- 
cluded that willful failure, as used in the 
statute, was such behavior through acts 
of commission or omission justifying a 
belief that there was an intent entering 
into and characterizing the failure com- 
plained of. 

The court finally said that there was 
sufficient evidence to sustain a finding 
that a willful failure to comply with an 
order of the commission had occurred 
and that the order based on that finding 
was not unreasonable or arbitrary. It 
may not interfere with commission or- 
ders unless they are shown to be unrea- 
sonable or arbitrary. State Railway Com- 
mission v. Resler et al. 48 NW2d 718. 


should be financed with short-term bor- 
rowings, depreciation, or surplus funds 
and that permanent financing should 
await installation of the additions. Re 
Lowell Gas Co. DPU 9383, August 1, 
1951. 


The Colorado commission, in granting 
natural gas certificates, held that the fact 
that such authorization might curtail the 
sale and movement of coal by railroads 
in the state was immaterial, since the 
commission has no power to prohibit 
what would otherwise be sound and rea- 
sonable action merely because it might 
injure another industry. Re Natural Gas 
Producers, Inc. Application No. 11228, 
Decision No. 37200, August 8, 1951. 


The Louisiana commission held that 
a fair and equitable return for an inde- 
pendent telephone company is 6 per cent. 
Ex Parte Breaux Bridge Teleph. Co. No. 
5717, Order No. 5766, June 18, 1951. 
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The Colorado commission, in denying 
a rate increase for motor carriers trans- 
porting household goods, held that truck- 
mile costs and truck-mile earnings are 
important factors to be considered, and 
although the commission may easily de- 
termine truck-mile revenue, the carrier 
has the burden of presenting truck-mile 
costs in such a proceeding. Re Rules and 
Rates for Househoid Goods by Motor 
Carriers, Investigation and Suspension 
Docket No. 327, Decision No. 37187, 
August 3, 1951. 


The Indiana commission, in denying 
authority to substitute a prepaid for an 
agency station, held that a railroad com- 
pany operating through a community and 
enjoying the rights of eminent domain in 
securing its right of way should be more 
responsible to the community than a con- 
cern engaged in a private line of business 
and should keep this factor in mind in 
requesting discontinuance of agency sta- 


tions which are not quite as profitable as 
others. Re New York, C. & St. L. R. Co. 
No. 22077, August 16, 1951. 


The Pennsylvania commission held 
that a motor carrier applicant for ex- 
cursion and sight-seeing rights need not 
establish that existing carriers are unable 
to furnish the service proposed ; and the 
fact that existing carriers have sufficient 
equipment to render the same service in 
the territory does not necessarily require 
the refusal of an application. Re Schuyl- 
kill Valley Lines, Inc. Application Docket 
24663, F. 6, Am-B, June 25, 1951. 


A proposed transit rate increase yield- 
ing a return of 4.21 per cent on a de- 
preciated original cost rate base was au- 
thorized by the Pennsylvania commission 
which believed that such a return was not 
unreasonable. Shenandoah v. Schuylkill 
Transit Co. Complaint Docket No. 
15131, July 30, 1951. 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Springfield Gas Light Company 


D.P.U. 9584 
July 30, 1951 


PPLICATION by gas company for approval of the issue of 

10-year sinking-fund notes and for exemption from com- 

petitive bidding with respect to the issue; approval and exemp- 
tion granted. 


Security issues, § 112 — Exemption from competitive bidding — Financing of non- 
recurring expenses. 

A gas company was granted an exemption from competitive bidding re- 
quirements with respect to the issuance of 10-year sinking-fund notes to 
finance the conversion of customers’ appliances, since the issue was to pro- 
vide for nonrecurring operating expenses which were to be amortized over 
a 10-year period and did not in any sense represent permanent capitalization, 
where the cost of competitive bidding would be disproportionate to the size 
of the isste and the company had made a sincere effort to secure the money 
at the lowest possible cost. 


a 


APPEARANCE: Hervey W. King, enable the company to serve its cus- 


for the petitioner. 

By the DEPARTMENT: Springfield 
Gas Light Company, on June 14, 
1951, filed with the Department an 
application in accordance with the 
provisions of § 14 of Chap 164 of the 
General Laws, as amended, for ap- 
proval of the issue of a maximum 
amount of $1,250,000 face value of 
32 per cent notes to be dated Septem- 
ber 1, 1951, and, unless previously 
prepaid in whole or in part in accord- 
ance with their terms, to mature 
December 1, 1961. The proceeds of 
the issue are to be used for the pur- 
pose of defraying the cost of convert- 
ing customers’ appliances, including 
the payment of all or part of the cur- 
rent debt incurred for that purpose, 
said expenditure being required to 


[3] 


tomers with gas of 1,000 Bru content. 
A certified copy of the vote of the 
board of directors of the company 
authorizing the issue of notes has been 
filed with the Department. 

A public hearing was held by the 
Department on July 18, 1951. At the 
hearing the company filed exhibits re- 
lating to its financial condition and 
entered testimony thereon. 

The notes are to be dated September 
1, 1951, and are to carry interest at a 
rate of 32 per cent per annum. In or- 
der to provide the funds required for 
conversion purposes $700,000 face 
value of said notes will be issued on or 
about September 5, 1951, and the bal- 
ance or such portion of said balance 
(if any) as may be determined by the 
company will be issued prior to 
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December 31, 1951. Under the pro- 
visions of the notes the company 
agrees to pay at par on December Ist, 
in each of the years, 1952 to 1960 in- 
clusive, 10 per cent of the aggregate 
principal amount of the notes ulti- 
mately issued and the company has 
the option to pay at par on December 
Ist, in each of said years up to but not 
more than an additional 10 per cent of 
the aggregate principal amount of the 
notes issued. All notes, or any part 
or parts thereof, taken in multiples of 
$1,000 at any time outstanding may 
be called for redemption and pay- 
ment at any time on thirty days’ prior 
notice at the redemption price of 102 
per cent on or before December 1, 
1952, and at a progressively lower 
redemption price annually to a price 
at the face amount after December 1, 
1960. 


The petition of the company sets 
forth and evidence was presented that 
the notes are to be issued at par plus 
accrued interest from September 1, 
1951, and sold and delivered at pri- 
vate sale, without public offering, to 


a single institution for its own ac- 
count for investment and with no 
present intention of distributing or 
reselling the same. 


In its petition the company re- 
quests the granting of an exemption 
from all of the requirements of § 15 
of Chap 164 of the General Laws, as 
amended, with respect to the issuance 
of $1,250,000 of notes and if such 
request be not granted by the Depart- 
ment it requests approval of $1, 
000,000 of said notes. Said § 15, as 
amended, requires competitive bid- 
ding on issues of notes for periods 
exceeding five years and for amounts 
exceeding $1,000,000 unless exemp- 
tion is granted by the Department if 
it finds the exemption in the public 
interest. 

The Department is of the opinion 
that it would be in the public interest 
to grant such exemption particularly 
because the issue is to provide for non- 
recurring operating expenses which 
are to be amortized over a 10-year 
period and do not in any sense rep- 
resent permanent capitalization. It 
appears from the evidence that the 
cost of the requirement of competitive 
bidding would be disproportionate to 
the size of the issue and that the com- 
pany has made a sincere effort to 
secure the money at the lowest pos- 
sible cost. 
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MICHIGAN PUBLIC SERVICE COMMISSION 


Re Michigan Consolidated Gas 


Company 


D-3430-51.1 
May 28, 1951 


OMPLAINT against gas company refusing to furnish gas for 
C space heating to new multiple apartment buildings during 
shortage of supply; complaint dismissed. For related case, 

see post, p. 40. 


Discrimination, § 239 — Decision upon motion to dismiss. 
1. The question whether a utility is guilty of unlawful discrimination 
should not be decided upon a motion to dismiss a complaint against a 
refusal to supply gas service, p. 38. 
Service, § 146 — Gas for space heating — Restrictions during emergency. 
2. An order authorizing a gas company to place restrictions upon service 
for space-heating purposes during a shortage of supply, but allowing the 
company, in its discretion, to furnish space-heating service to new dwelling 
units which would use less than a specified amount of gas, was intended to 
make new multiple apartment buildings ineligible for space heating, p. 38. 
Service, § 146 — Gas for space heating — Curtailment during emergency — Fac- 
tors considered. 
3. The Commission, in passing upon a gas company’s duty to furnish space- 
heating service to new customers during a shortage of supply, must give 
first consideration to protection of available gas for existing users who are 
already dependent on such gas for the heating of their homes, p. 38. 
Discrimination, § 205 — Gas for space heating — Preferences during shortage of 
supply. 
4. A gas company, authorized to place restrictions on service for space- 
heating purposes during a shortage of supply, but allowed in its discretion 
to furnish space-heating service to new dwelling units which would use 
less than a specified amount of gas, was not guilty of unlawful discrimina- 
tion in refusing to furnish such service to new multiple apartment buildings 
while furnishing the service to single family residences, since the term 
“new dwelling units,” as used in the curtailment order, was intended to make 
new multiple apartment buildings ineligible for space heating, p. 38. 


* 

By the Commission: Harry F. filed their petition for an investi- 
Stiles, Frederick E. Stiles, and Mer- gation of the administration of our 
ton Stiles, a co-partnership doing Order D-3430-50.3 by Michigan 
business as Stiles and Company Consolidated Gas Company. We 
(hereinafter referred to as Stiles) treated the petition as a complaint and 
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under our rules served a copy there- 
of upon the utility in question. Michi- 
gan Consolidated Gas Company (here- 
inafter referred to as Consolidated ) 
filed its answer and the matter was 
set down for hearing before the Com- 
mission and its officers in the city of 
Lansing on May 7, 1951. The ques- 
tion raised by the complaint and 
answer and at the hearing was wheth- 
er Consolidated unlawfully discrim- 
inated against Stiles by rejecting a 
certain application made by Stiles for 
gas space-heating purposes. The 
matter is governed by our Order No. 
D-3430-50.3 of May 22, 1950. 

The co-partners of Stiles Company 
are principally engaged, under the cor- 
porate name of Stiles Incorporated, in 
the sale of lumber to builders in the 
city of Grand Rapids. Stiles Com- 


pany, the co-partnership, owns 16 lots, 


approximately 50 x 150 feet, in a 
triangle of land in the city of Grand 
Rapids. It has under construction on 
said lots 16 2-story brick veneer build- 
ings designed to provide living units 
for four families in each building, two 
to each floor. The buildings have a 
common basement, a common en- 
trance, and are what is commonly de- 
scribed as 4-family apartments. 
They are being constructed primarily 
as an investment for members of the 
Stiles family who will own them and 
rent them to the public. 

Construction of the buildings was 
in charge of Allen Knapp, a building 
contractor, who had been engaged in 
construction work in and _ about 
Grand Rapids since January, 1948. 
Plans were completed in the latter part 
of November, 1950, and on Decem- 
ber 12, 1950, Knapp made applica- 
tion to Consolidated to receive gas 
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for space-heating purposes in said 
buildings. The application was re- 
jected on that day, on the ground that 
Consolidated was not serving any mul- 
tiple buildings, nothing but individual 
family dwellings (R 110). Prior to 
the instant application, all applica- 
tions to Consolidated submitted by 
Knapp had been for single family 
homes. Actual construction of the 
buildings here under consideration 
did not begin until the second week 
of January, 1951. 

Consolidated discontinued all new 
space-heating applications, due to in- 
adequate supply, as of April 7, 1951. 
It was accepting applications for gas 
for space-heating purposes in “new 
dwelling units where the input rat- 
ing of all space-heating equipment in- 
stalled or to be installed does not ex- 
ceed the rate of 250 cubic feet of gas 
per hour” however, on the date of 
Stiles’ application. 

The issue raised is whether un- 
der our order D-3430—50.3 Consoli- 
dated was required to accept Stiles’ 
application for gas space heating in 
the buildings under construction, and 
whether Consolidated’s refusal to ac- 
cept said application amount to un- 
lawful discrimination. 


Gas has been in short supply on 
Consolidated’s distribution system in 
the Grand Rapids area for a consid- 
erable period of time. Restrictions 
were first placed on the acceptance of 
new gas space-heating customers by an 
order of the War Production Board, 
Utilities Division, issued in 1942 ap- 
plying generally throughout _ the 
Michigan area. When this restriction 
was removed in June, 1945, it soon 
became obvious that the demand for 
gas for new space heating exceeded the 
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available supply. A survey made dur- 
ing the month of July, 1945, of all 
available sources of gas supply for the 
western districts of Consolidated 
(which included Grand _ Rapids) 
showed that the supply of gas avail- 
able during peak periods would not 
be adequate to meet the demands of 
existing customers and prospective 
space-heating consumers. This was 
substantiated by actual gas require- 
ment volumes for the year 1945 which 
showed that domestic space-heating 
gas consumption in the Grand Rapids 
district amounted to 1,940,000,000 
cubic feet compared with 1,444,000,- 
000 cubic feet in 1941, an increase of 
500,000,000 cubic feet or 34.6 per 
cent. 

Accompanying this increase in de- 
mand was an ever-diminishing supply 
of natural gas in Michigan. 

Accordingly, this Commission in its 
Orders D-1649, D-1350, D-2934, is- 
sued on September 13, 1946, found 
that an emergency situation had arisen 
on or before August 1, 1945, with re- 
spect to the distribution of sale of 
natural gas by Michigan Consolidated 
Gas Company in the Grand Rapids 
area and that in order to adequately 
supply the customers of Consolidated 
already connected to its lines, it was 
in the public interest to suspend the 
acceptance of space-heating applica- 
tions. This suspension remained in 
effect until July 29, 1949, at which 
time we found that through the com- 
pletion of the facilities of the Michi- 
gan-Wisconsin Pipe Line Company a 
new supply of natural gas had been 
made available to Consolidated, and 
we permitted the restrictions to be dis- 
continued. 

Between July 29, 1949, and May 


‘applications were received. 


22, 1950, the demand for natural gas 
by new space-heating customers great- 
ly exceeded the estimates made at 
the time we permitted the restrictions 
to be lifted and outran the increase in 
the supply of gas made available 
through the construction of the pipe- 
line. It had been estimated that 
about 45,000 new space-heating cus- 
tomers would be connected in this pe- 
riod, whereas, over 131,000 were con- 
nected and approximately 164,000 new 
In order 
to protect existing customers, this 
Commission once more entered its 
order providing for the restriction on 
the acceptance of new gas space-heat- 
ing applications by Consolidated. 
This order, entered May 22, 1950, 
D-3430-50.3, found that an emergen- 
cy situation had arisen throughout the 
whole distribution system of Consoli- 
dated and that the unrestricted accept- 
ance of new space-heating applications 
would jeopardize existing customers 
and provided as follows: 

“Therefore, it is ordered: 

“1. That Michigan Consolidated 
Gas Company is hereby granted per- 
mission to restrict its service in its 
Detroit, Grand Rapids, Muskegon, 
Ann Arbor, Greenville-Belding, and 
Big Rapids districts for space-heating 
purposes to the needs and requirements 
of space-heating customers connected 
to the company’s service lines on or 
before May 22, 1950, and to custom- 
ers whose applications for space-heat- 
ing service have been approved by the 
company prior to the close of busi- 
ness on May 22, 1950; provided, how- 
ever, that in the discretion of the com- 
pany the foregoing restriction shall not 
apply to new dwelling units where the 
input rating of all space-heating equip- 
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ment installed or to be installed does 
not exceed the rate of 250 cubic feet 
of gas per hour and such new dwellings 
shall consist either of new construc- 
tion which has not prior to May 23, 
1950, been used or occupied as a 
dwelling or dwellings, the construction 
of which is completed on or after May 
23, 1950.” 

It is the proviso of this order, which 
is relied upon by both parties to this 
proceeding. 

[1] Stiles argues that inasmuch as 
it has proven that its buildings will 
consume less than a maximum of 250 
cubic feet of gas per hour in all space- 
heating equipment in said buildings, 
that it automatically becomes entitled 
to have its gas heating applications for 
said buildings accepted by Consoli- 
dated and that any other interpre- 
tation renders the order invalid. Con- 
solidated claims that the term “new 
dwelling units” has the plain legal 
meaning of single family residences and 
that inasmuch as the evidence clearly 
shows that Stiles is constructing build- 
ings which will house four families, it 
is entitled to have the complaint dis- 
missed as a matter of law. We have 
proceeded with an examination of the 
facts because we held that where dis- 
crimination by a public utility is 
charged, the matter ought not to be 
decided upon a motion to dismiss. 
Accordingly, Consolidated’s motion to 
dismiss is hereby denied. 

[2-4] The question of the appli- 
cability of the instant order to multiple 
dwellings has been before the Com- 
mission informally. On December 4, 
1950, representatives of the Lincoln 
Construction Company, referred to in 
our order and opinion of even date in 
the Prudential Investment Company 
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complaint, conferred with the Com- 
mission on the meaning of said order. 
On December 7, 1950, the Commis- 
sion directed its Secretary to inform 
Lincoln Construction Company as 
follows: 

“The Commission after due deliber- 
ation has instructed me to advise you 
that their interpretation of the mean- 
ing of the proviso relating to ‘new 
dwelling units’ was intended to make 
ineligible for gas space heating row 
type multiple apartment buildings such 
as the type you are now constructing 
and for which you seek gas service.” 

Stiles was advised of this interpre- 
tation on December 12, 1950, four 
weeks before they started construction 
of their buildings (R 110). 

We adhere to our previous inter- 
pretation of the proviso “new dwelling 
units” that it was intended to make 


ineligible for gas space-heating multi- 
ple apartment buildings. 


We pass the question of what Con- 
solidated’s duty to Stiles would be if 
Consolidated had an abundant volume 
of gas for distribution since the evi- 
dence is very clear that demand has 
outrun supply throughout Consoli- 
dated’s system. In such circumstances, 
we consider it our duty to give first 
consideration to the protection of avail- 
able gas for existing users who are al- 
ready dependent on such gas for the 
heating of their homes. Curtailment 
is for the purpose of insuring that, so 
far as possible, existing users will not 
find themselves without sufficient gas 
for home heating in zero degree days 
with the consequent injury to public 
health, safety and welfare. 

Accordingly, Order D-3430-50.3 
must be construed in the light of its 
avowed purpose, which was to permit 
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RE MICHIGAN CONSOLIDATED GAS CO. 


abandonment of unlimited service to 
new applicants with the proviso that 
“new dwelling units” expected to be 
relatively small in size and not to be 
constructed faster than increased fa- 
cilities would increase the supply of 
gas, might be accepted at Consoli- 
dated’s discretion. 

The 250 cubic foot per hour meas- 
ure was not considered as an expan- 
sion of the meaning of the term “new 
dwelling units’? but was an additional 
limitation designed to avoid ingenious 
attempts to evade the effect of our 
order through the use of unusual con- 
struction techniques. The average 
single residence uses a maximum of 
approximately 85 cubic feet of gas per 
hour for space heating, whereas Stiles 
makes its legal argument in terms of 
a use of 250 cubic feet per hour for a 
single family residence. 

There is no evidence that the 
average new single home uses 250 
cubic feet per hour. Rather, an expert 
witness for Stiles testified that a single 
home 24 x 32 could be heated with 70 
cubic feet per hour and a larger home 
with a maximum of 85 cubic feet per 
hour, while the Stiles units would use 
240 cubic feet per hour. It is appar- 
ent that a block of such single homes 
in Grand Rapids on 50-foot lots would 
use less gas than a comparable block 


of these 4-family apartments on 50- 
foot lots. The 16 apartment buildings 
as constructed by Stiles would use 16 
times 240 cubic feet or 3,840 cubic 
feet per hour, whereas, 16 average 
single homes would use 16 times 85 
cubic feet per hour or 1,360 cubic feet 
of gas per hour, or about 4 as much. 
Under such circumstances we cannot 
say that the action of Consolidated in 
refusing the application for new space 
heating becomes discriminatory mere- 
ly because the buildings constructed by 
Stiles and Company use less than 250 
cubic feet of gas per hour for space- 
heating purposes. We, therefore, find 
that our Order D-3430-50.3 was in- 
tended to make ineligible for gas space- 
heating multiple dwellings such as 
those constructed by Stiles and Com- 
pany and that the refusal of Consoli- 
dated to accept the application for 
service of said buildings was not dis- 
criminatory. 

We further find that said Order 
D-3430-50.3 does not delegate un- 
limited discretion to Consolidated but 
is subject to our continual over-all 
supervision and examination, herein 
exercised, to avoid discriminatory ad- 
ministration. 

It is therefore ordered that the com- 
plaint of Stiles and Company be and 
hereby is dismissed. 
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Leslie R. Schmier et al. Doing Business 
As Prudential Investment Company 


Vv 


Michigan Consolidated Gas Company 


D-3430-51.2 
May 28, 1951 


OMPLAINT against gas company refusing to furnish space- 

heating service to new multiple dwelling units during short- 

age of supply; complaint dismissed. For related see 
ante, p. 35. 


case, 


Service, § 146 — Gas for space heating — Restrictions during shortage of supply. 
1. The physical characteristics of a building rather than the legal incidence 
of title govern the application of an order authorizing a gas company to 
restrict space-heating service during a shortage of supply but allowing th 
company, in its discretion, to serve new dwelling units having an input rating 
of less than 250 cubic feet of gas per hour, p. 43. 

Discrimination, § 205 — Gas for space heating — Preferences during shortage of 

supply. 

2. A gas company, authorized to restrict space-heating service but allowed 

to serve new dwelling units which would use less than a specified amount 

of gas during a shortage of supply, properly refused to serve buildings 
providing under one roof separate and distinct living quarters for two 
families divided by a party wall, with each side of the building standing 
upon a separate lot and with the resident of each side having legal title 
to that half of the building in which he lived, although the company was 
serving new individual family dwellings, since the term “new dwelling unit” 
in the order meant a residence of a single family rather than two homes 
under one roof or a double house, p. 43. 


¥ 


3y the Commission: Leslie R. 
Schmier, Regene Schmier, Barney 


were being unlawfully refused gas for 
space-heating purposes. In accord- 


Katzman, Jeanette Katzman, Sidney 
Katzman, and Betty Katzman, copart- 
ners, d/b/a Prudential Investment 
Company (hereinafter referred to as 
Prudential) filed their complaint with 
this Commission against the Michigan 
Consolidated Gas Company, a Michi- 
gan corporation, alleging that they 
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ance with our rules, a copy of the com- 
plaint was served upon the Michigan 
Consolidated Gas Company (herein- 
after referred to as Consolidated), and 
the same being unsatisfied by answer, 
the matter was set down for hearing 
on Monday, May 7, 1951, at the Com- 
mission offices in Lansing, Michigan. 
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SCHMIER v. MICHIGAN CONSOLIDATED GAS CO. 


Prudential is engaged in building 
homes for resale in the city of Detroit. 
Consolidated is a public utility furnish- 
ing gas in the city of Detroit, pursuant 
to our regulation. On February 16, 
1951, Prudential made written ap- 
plication to Consolidated for the is- 
suance of gas space-heating applica- 
tions on a certain construction project 
which will hereinafter be discussed in 
detail. The applications were rejected 


‘ by Consolidated February 28, 1951, 


on the ground that the buildings, as 
constructed by Prudential, would be 
duplexes and not single dwellings. In 
their complaint and at the hearing, 
Prudential argued that the buildings, 
as constructed, automatically entitled 
them to gas for space heating in ac- 
cordance with our Order D-3430- 
50.3, and that if such was not the 
fact, said order amounted to an uncon- 


stitutional delegation of discretion to 


Consolidated. Consolidated argued 
that the order plainly disqualified Pru- 
dential as an applicant for gas space 
heating and made a motion to dismiss 
the complaint. In our opinion neither 
contention quite meets the issue here 
involved and the motion to dismiss is 
denied. 

Order D-3430-50.3 was adopted 
May 22, 1950, and the pertinent pro- 
visions are as follows: 

“Therefore, it is ordered: 

‘t. That Michigan Consolidated 
Gas Company is hereby granted per- 
mission to restrict its service in its De- 
troit, Grand Rapids, Muskegon, Ann 
Arbor, Greenville-Belding, and Big 
Rapids districts for space-heating pur- 
poses to the needs and requirements of 
space-heating customers connected to 
the company’s service lines on or be- 
fore May 22, 1950, and to customers 


whose applications for space-heating 
service have been approved by the 
company prior to the close of business 
on May 22, 1950; provided, however, 
that in the discretion of the company 
the foregoing restrictions shall not ap- 
ply to new dwelling units where the 
input rating of all space-heating equip- 
ment installed or to be installed does 
not exceed the rate of 250 cubic feet 
of gas per hour and such new dwell- 
ings shall consist either of new con- 
struction which has not prior to May 
23, 1950, been used or occupied as a 
dwelling or dwellings, the construction 
of which is completed on or after 
May 23, 1950.” 

Since the introduction of natural gas 
into the Consolidated’s distribution 
system in Detroit in 1936, there has 
been a continually expanding demand 
for such gas to be used for gas space- 
heating purposes. 


In 1942, the War Production 
Board, Utilities Divisions, placed re- 
strictions on the sale of natural gas 
for new space-heating customers gen- 
erally throughout the United States 
including the Michigan area. When 
this restriction was removed in June of 
1945, it soon became apparent that 
there was a considerably expanded 
market for the sale of gas for space 
heating in Detroit. In August, 1946, 
an order was placed in effect, which 
continued until July 29, 1949, restrict- 
ing Consolidated from accepting new 
space-heating customers. On that lat- 
ter date this Commission found that 
the facilities of the Michigan-Wiscon- 
sin Pipe Line Company, an affiliate of 
Consolidated, would be completed in 
time to provide a new source of natural 
gas for the winter of 1949-1950. Ac- 
cordingly, we acted at that time in 
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order to insure that prospective users 
would receive the benefits of gas for 
space heating in the forthcoming win- 
ter season. The instant order was en- 
tered May 22, 1950, and permitted the 
curtailment of service to new gas space- 
heating applicants under the terms 
above recited. 

When on July 29, 1949, this Com- 
mission permitted the removal of re- 
strictions on gas space heating by 
Consolidated, careful estimates indi- 
cated that it would connect in its 
service areas 20,000 additional house- 
heating customers during the remain- 
der of 1949, and 45,000 additional cus- 
tomers during the year 1950. The 
supply of gas in its distribution sys- 
tem would have accommodated this 
increasing demand through the con- 
struction of additional facilities. How- 
ever, by May 22, 1950, Consolidated 
had approved for service approximate- 
ly 164,000 new space-heating applica- 
tions and had connected over 131,000 
of these to its distribution system. It 
then appeared that demand had in- 
creased faster than supply was increas- 
ing through the construction of ad- 
ditional facilities, and that a critical 
situation had arisen which would 
jeopardize all existing users of gas 
unless some action were taken. 

Accordingly, Consolidated filed its 
petition with this Commission request- 
ing permission to discontinue the ac- 
ceptance of space-heating customers, 
with the exceptions heretofore noted, 
and the hearing was held on May 22, 
1950, and the Commission found as 
follows : 

“The Commission after due con- 
sideration of said petition, upon in- 
formation otherwise available to it and 
upon hearing duly had before it, finds 
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that an emergency situation, which 
continues to exist, arose on or before 
May 22, 1950, with respect to the 
distribution and sale of natural gas by 
Michigan Consolidated Gas Company 
in its Detroit, Grand Rapids, Muske- 
gon, Ann Arbor, Greenville-Belding, 
and Big Rapids districts.” _D-3430- 
50.3. 

Consolidated discontinued all new 
space-heating applications as of April 
7, 1951, but was accepting applications 
for gas for space-heating purposes in 
“new dwelling units where the input 
rating of all space-heating equipment 
installed or to be installed does not ex- 
ceed the rate of 250 cubic feet of gas 
per hour” on February 16, 1951, 
when Prudential made application to 
it. This was in accordance with the 
discretion provided it in our Order 
D-3430-50.3. The issue is whether 
Consolidated’s refusal to accept the ap- 
plication of Prudential for gas for 
space-heating purposes on the units 
being constructed by Prudential and 
covered in the application amounted 
to an unlawful or discriminatory ad- 
ministration of our Order D-3430- 
50.3. 

Some time in the year 1950, Pru- 
dential purchased a piece of property 
in the city of Detroit which had been 
subdivided into 25 lots, 23 of said lots 
being 20 feet in width, and 2 of said 
lots being 25 feet in width. Pru- 
dential replatted the land into 20 lots 
of 25-foot width and proceeded to pre- 
pare plans for the construction of 10 
buildings upon said lots. Each build- 
ing provides under one roof separate 
and distinct living quarters for two 
families, divided by a party wall. In 
legal contemplation, each side of the 
building stands upon a separate lot 
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SCHMIER v. MICHIGAN CONSOLIDATED GAS CO. 


and the purchaser would take legal 
title to a lot 25 feet in width, the half 
of the building in which he lives, and 
certain reciprocal rights in the party 
wall. 

These differ from the ordinary du- 
plex or 2-flat in that the living 
quarters project horizontally rather 
than vertically. This method of land 
utilization avoids the necessity of hav- 
ing side yards which would have been 
otherwise required for each residence 
under the City of Detroit Zoning Or- 
dinances. It also permitted Prudential 
to get many more living units into the 
same space than said space would or- 
dinarily accommodate if single family 
residences on 40-foot lots were con- 
structed. Accordingly, complainant’s 
residence units would utilize more gas 
for space heating in the same area than 
such single-family home construction. 

[1, 2] In our opinion, it is not 
the legal incidence of title, but the 
physical characteristics of the building 
which govern the application of our 
order. If it were not, there would be 
no end to the possibilities of this sit- 
uation since prospective builders need 
not be limited to two units in a build- 
ing, but might proceed to construct 4, 
8, or 10 units in a row, as was pro- 
posed by Prudential’s associated com- 
pany, Lincoln Construction Company, 
only so long as legal title to units might 
be separately conveyed. However, the 
existing gas load upon Consolidated’s 
distribution system in such an area 
would be increased all out of propor- 
tion to that contemplated by our or- 
der. 

We believe in this situation we must 
look to the substance and not the form 
and in so doing we cannot find that 
the units constructed by complainant 


are of the type we intended to au- 
thorize by our Order D-3430-50.3. 
The term “new dwelling unit” in our 
order is plain and unambiguous and 
means a residence of a single family, 
is not two homes under one roof, or 
a double house ; Schadt v. Brill (1913) 
173 Mich 647, 139 NW 878. <Accord- 
ingly, defendant did not act beyond 
the discretion given it by us in reject- 
ing complainant’s application for gas 
for space-heating purposes for the in- 
stant buildings. 

Nor was complainant misled to its 
prejudice by any act of Consolidated, 
or this Commission. One of the part- 
ners of complainant is the secretary- 
treasurer of the Lincoln Construction 
Company, which appeared, informally, 
before this Commission on December 
4, 1950. Lincoln Construction Com- 
pany proposed to build 3 groups of 
buildings of 10 residence units in each 
group, and requested conference with 
this Commission to determine whether 
the proposed construction would be 
within the terms of the instant order. 
On December 7, 1950, the secretary of 
the Commission, at the direction of the 
Commission, wrote a letter to the 
Lincoln Construction Company, say- 
ing in part: 

“The Commission, after due de- 
liberation, has instructed me to advise 
you that their interpretation of the 
meaning of the proviso relating to 
‘new dwelling units’ was intended to 
make ineligible for gas space heating 
row type multiple apartment dwellings 
such as the type you are now con- 
structing, and for which you seek gas 
service.” 


Inasmuch as the instant application 
was not filed until February 16, 1951, 
complainant was on notice prior to 
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that date that the Commission order 
did not contemplate the eligibility of 
any row type construction of a multiple 
nature. 

Other than these instances, 
complainant and its associated com- 
pany, Lincoln Construction Company, 
had more than 1,500 


two 


constructed 


upon the evidence and argument pre- 
sented at hearing, the Commission 
finds as follows: 

1. That our Order D-3430-50.3 
does not delegate unlimited discre- 
tion to Consolidated, but is subject to 
our continual over-all supervision and 
examination, herein exercised, to 


avoid discriminatory administration. 

That the units proposed to be 
constructed by prudential for which 
application for gas space heating was 
made to Consolidated do not come 
within the meaning of the term “new 
dwelling units” as used in our Order 
D-3430-50.3. 

Therefore, it is ordered that the 
complaint of the Prudential Invest- 
ment Company be and hereby is dis- 
missed. 


homes in the Detroit area in the past 
year, and have all during such time 
enjoyed excellent relations with the 
defendant. Such a fact in and of it- 
self would indicate that there is 
nothing arbitrary or capricious in the 
defendant’s present action towards 
complainant. 

Therefore, upon consideration of the 
files and records of this Commission 
pertaining to this matter, the petition 
and answer of the parties hereto, and 





MICHIGAN PUBLIC SERVICE COMMISSION 


Re Southeastern Michigan Gas 
Company 


D-3770-51.4 
June 15, 1951 


PPLICATION for approval of interruptible service rate for sale 
A of natural gas; approval granted. 


Rates, § 384 — Natural gas — Interruptible service. 

The Commission, in approving an interruptible service rate for the sale of 
natural gas, found that the inclusion of a specific standby requirement in 
the rate was not necessary, but provided that it should be distinctly under- 
stood and represented by the company that service under the rate was 
definitely interruptible or curtailable as found necessary and that no rights 
to firm gas would be acquired by virtue of service under the interruptible 
rate. 


* 


By the Commission: On June 4, Company filed with this Commission 
1951, the Southeastern Michigan Gas its petition requesting approval of an 
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interruptible service rate for the sale 
of natural gas throughout its service 
area outside of the city of Port 
Huron. 

This Commission on May 31, 1951, 
approved an Interim Interruptible 
Off-Peak Service Rate for natural gas 
for the same company. That rate had 
a minimum bill of $342 per day and 
service under it would be available 
only until September 30, 1951, or the 
‘date on which “Trunkline” gas is 
available, whichever date is the earlier. 
That rate also required that the cus- 
tomer for interruptible gas should use 
at least 500,000 cubic feet per month 
under the company’s filed General 
Service Rate. 

It is now represented by the peti- 
tioner that there will still be additional 
quantities of gas available on an inter- 
ruptible basis over and above that sold 
under the interim interruptible rate re- 
ferred to above. It is further repre- 
sented that the earnings from the sale 
of additional quantities of interruptible 
gas which will be available, at least 
until the load building program takes 
effect, will be beneficial to the com- 
pany and to its firm customers. 


MICHIGAN GAS CO. 


The petitioner states that some of 
its prospective customers who have 
indicated an ability and willingness to 
take natural gas at the proposed inter- 
ruptible service rate have standby facil- 
ities to use in case of interruption or 
curtailment, but that other prospective 
customers, who do not need continu- 
ous use of fuel for the requirements of 
their business, do not feel justified in 
investing in standby facilities, and that 
the type of business they operate will 
not greatly suffer from interruption of 
the gas supply. 

The Commission after a careful con- 
sideration of the record in this matter 
is of the opinion that it need not re- 
quire the inclusion of a specific stand- 
by requirement in this interruptible 
rate, but that it must be distinctly un- 
derstood and represented by the com- 
pany that service under this rate is 
definitely interruptible or curtailable 
as found necessary by the utility, and 
that no rights to firm gas service shall 
be acquired by virtue of service under 
this rate. Under these conditions, the 
Commission finds that the proposed 
interruptible service rate is in the pub- 
lic interest and should be approved. 
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Re Citizens Utilities Company 


No. 2400-2400A 
July 30, 1951 


ROCEEDING on remand of cause relating to electric company’s 

I essieation for rate increase; increased rates allowed. For 

earlier decisions see (1948) 81 PUR NS 449; (1950) — Vt 
—, 82 PUR NS 125,70 A2d 590. 


Valuation, § 224 — Rate base determination — Property under construction. 
1. Property under construction may be included in the average net invest- 
ment in utility plant for rate-making purposes where the company does not 
charge interest during construction or capitalize that interest and include it 
in the ultimate plant account relating to the property being constructed, 
p. 49. 
Valuation, § 221 — Rate base determination — Water rights — Future use. 
2. An electric company may not include flowage rights in its rate base 
where it has no definite plans for the use of such property in the near future 
and the property is not presently used or useful in serving the public, p. 50. 
Valuation, § 250 — Rate base determination — Contributions in aid of con- 
struction. 
3. Customer contributions toward the cost of electric line extensions to 
their property should be excluded from the company’s rate base, p. 50. 
Valuation, § 289 — Working capital — Elements included. 
4. Working capital embraces an allowance for prepaid materials and sup- 
plies for conducting current operations and repairs and cash for use in 
operations in advance of collection, p. 50. 
Valuation, § 293 — Working capital — Billing periods as factor. 
5. The establishment of a cash working capital allowance on the basis of 
a bimonthly billing was considered proper for an electric company, p. 50. 
Rates, § 321 — Electric company — Revenues and expenses — Normal year. 
6. The Commission, in fixing rates for an electric utility obtaining a major 
part of its electrical energy by hydroelectric generation, based its decision 
on a normal water year instead of by using a “hydro clause” which would 
level off earnings on a monthly basis, p. 56. 


Return, § 16 — Right to earn. 
7. An electric utility is entitled to earn a fair return on -its property used 
and useful in serving its customers, p. 56. 

Return, § 25 — Attraction of capital — Returns in other enterprises. 
8. The return an electric utility earns must be commensurate with returns 
on investments in other enterprises having corresponding risks and con- 
sistent with the interest of the financial integrity of the company, affording 
it the ability to maintain its credit and to attract new capital, p. 56. 
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Return, § 27 — Cost of capital — Dividend requirements. 


9. An electric utility’s actual earnings available for dividends and the 
dividends paid must be considered in determining cost of equity capital for 


rate-making purposes, p. 56. 
Return, § 87 — Electric utility. 


10. A return of 63 per cent was held to be sufficient for an electric utility 
to pay all interest charges and dividends on preferred stock, to maintain its 
present dividend rate on common stock, and to leave a substantial balance 
for a surplus, but a 7 per cent return was allowed for a period during which 
the company charged increased rates as proposed under a bond pending 
Commission and court proceedings relating to the increase, because the 
company’s reports for those years reflected the revenues which the Com- 
mission was to allow and if the company now had to make a downward 
revision of its past earnings, there might be an adverse effect on its credit 


position, p. 56. 


Return, § 36 — Reasonableness — Quality of service. 
11. The quality of utility service is an important consideration in deter- 
mining a fair rate of return, p. 56. 


APPEARANCES: Hubert S. Pierce 
and Milton S. Gould, for Citizens Util- 
ities Company, Newport Electric Di- 
vision; Clifton G. Parker, Attorney 
General, for state of Vermont; Leon 
D. Latham, Jr., for Grand Isle County 
Farm Bureau; Rudolph Daley, State’s 
Attorney, Orleans county, for state of 
Vermont; Paul R. Rexford, for Or- 
leans County Farm Bureau, Pomona 
Grange, Canadian Pacific Railway, 
and Merchants Association of the city 
of Newport; James Hoag, Chester 
Martel, Alan Kinney, Harrison Fow- 
ler, John Buerman, Van Vantine, P. 
A. Bartlett, E. B. Hill, D. Carl Foss, 
and Kirk Wilcox, pro se. 


3y the COMMISSION : 


Amended Report 

On the 27th day of April, A. D. 
1951, this Commission filed its report, 
setting forth the findings of fact per- 
taining to the cause under considera- 
tion. The company, by its attorney, 
excepted to the findings contained in 
this report and, also, to the failure of 


the Commission to find as requested 
each and every proposed finding of fact 
and supplemental finding of fact sub- 
mitted to the Commission by the com- 
pany under the dates of January 19, 
1951, and February 9, 1951. The 
Commission, has carefully considered 
all exceptions, the proposed findings 
of fact, the proposed supplemental find- 
ings of fact, and the evidence in said 
cause and, wherever necessary, has 
made such changes in its final decision. 
In order to facilitate a clearer under- 
standing of the whole matter before 
us, we are herein including the original 
report, as amended. The complete re- 
port follows: 

On the 18th day of February, 1948, 
Citizens Utilities Company, a public 
utility corporation organized pursu- 
ant to the Laws of Delaware, engaged 
in the generation, transmission, and 
distribution of electricity, through its 
Newport Electric Division, in Grand 
Isle county, and in parts of four other 
Vermont counties; namely, Caledonia, 
Essex, Franklin, and Orleans, filed 
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with this Commission revised rate 
schedules for electric service in the 
area of its operations within the state 
of Vermont. These rates were in effect 
increases which were duly protested 
by more than five adversely affected 
customers at least six days prior to 
their effective date, March 19, 1948. 

Citizens Utilities Company (herein- 
after sometimes referred to as Citi- 
zens) placed these new rates in effect 
on March 19, 1948, by filing its bond 
in the amount of $100,000, as fixed by 
the Commission, payable to the Com- 
mission and its successors. 

Public hearings were conducted at 
Newport, commencing June 2, 1948, 
and concluded on July 22, 1948. A 
hearing was also held at North Hero 
on July 21, 1948. 

On November 30, 1948, 81 PUR 
NS 449, this Commission issued its 
findings that the rates filed by the 
company, effective March 19, 1948, 
were not just and reasonable and is- 
sued its order setting forth certain 
rate schedules to be effective for serv- 
ice within the state of Vermont, as of 
March 19, 1948, which were substan- 
tially lower than the tariffs filed by the 
company and designed to produce a 
return of at least 6 per cent on the com- 
pany’s rate base in a normal water 
year. 

The order of the Commission was 
stayed pending judicial review by the 
Vermont supreme court, after excep- 


tions by the company were allowed and 


the cause passed to said supreme court. 

The supreme court reversed pro 
forma the order of the Commission 
and the cause was remanded for a 
hearing “de novo” in accordance with 
the views expressed in its decision. 
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[(1950) — Vt —, 82 PUR NS 125, 
70 A2d 590. ] 

The rate schedules which became 
effective March 19, 1948, under bond, 
have been continued in effect from 
time to time by increasing said bond 
to the present amount of $528,000. 

Hearings in said remanded cause 
were commenced on April 3, 1950, 
and terminated on December 5, 1950, 
On April 17, 1950, during the course 
of the instant proceeding, Citizens 
filed with this Commission an addi- 
tional revision of its tariffs pertaining 
to water heating to become effective 
April 23, 1950. The Commission 
suspended said rate and ordered an in- 
vestigation of same and designated 
said cause as Docket PSC No. 2400- 
A. The Commission found that the 
issues in PSC No. 2400 and No. 2400- 
A were the same in law and in fact 
and consolidated both causes for hear- 
ing and final determination. 


Citizens Utilities Company 


The petitioner, Citizens Utilities 
Company, is a public utility operating 
in the states of Arizona, Colorado, 
Idaho, Maine, Vermont, and Wash- 
ington. In Vermont, it operates as 
the Newport Electric Division, Citi- 
zens Utilities Company. It supplies 
manufactured gas, natural gas, tele- 
phone, water, electric service, and ice 
in one or more of these states. It 
also has two wholly owned subsidi- 
aries; namely, Citizens Utilities Com- 
pany of California, which supplies tele- 
phone and water service in the state 
of California, and Ketchikan Cold 
Storage Company of Alaska, which 
provides cold storage facilities. In 
1949, consolidated operating revenues 
were $3,903,399, divided as follows: 
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electric operations, $1,699,110; gas, 
$898,911; water, $394,114; telephone, 
$602,960; and ice, cold storage, and 
other activities, $308,304. Computed 
on the rates allowed by the Commis- 
sion by its order of November 30, 
1948, supra, Vermont contributed 
$643,198 out of total electric operat- 
ing revenues of $1,699,110. 

Citizens maintains its general offices 
at Greenwich, Connecticut, and ex- 
penses incurred in the operation of 
these offices are apportioned to its 
various divisions and subsidiaries. 


Rate Base 
Electric Plant in Service 
1948 
Citizens had an investment in total 
electric plant serving its Vermont cus- 


tomers on January 1, 1948, in the 
amount of $2,426,077: its monthly 


average of changes in net investment 
during the year 1948 was $287,898. 
Deducting from the electric plant in 
service the reserve for depreciation at 
January 1, 1948, in the amount of 
$681,000, results in a net depreciated 


Vermont electric plant investment 
based on monthly average of $2,032,- 
975, which includes construction work 
in progress, contributions in aid of 
construction, and property held for 
future use. 


1949 

The total electric plant of Citizens 
f January 1, 1949, was $2,894,- 
its monthly average of changes in 
net investment during the year 1949 
was a decrease of $24,466. Deducting 
from the electric plant in service the 
reserve for depreciation at January 1, 
1949, in the amount of $712,698, re- 
sults in a net electric plant investment 


a 


Ss Oo 
‘53% 


based on monthly averages in the 
amount of $2,156,989. 


1950 

The net electric plant of Citizens, in- 
cluding all types of property herein- 
before mentioned, based on monthly 
averages at January 1, 1950, was $2,- 
147,516 after reflecting the monthly 
average of changes in net investment 
during the year of 1950 in the amount 
of $874 and deducting the reserve for 
depreciation on January 1, 1950, in 
the amount of $791,093. 


1951 

It is estimated by Citizens, and we 
concur, that its electric plant, includ- 
ing all types, in Vermont on January 
1, 1951, would be $3,006,639. After 
refiecting the estimated monthly aver- 
age of changes in net investment dur- 
ing the year 1951 in the amount of 
$26,006 and deducting its estimated 
reserve for depreciation at January 1, 
1951, in the amount of $851,181, we 
find the monthly average net invest- 
ment for 1951 of net electric plant, in- 
cluding construction work in progress 
and property held for future use, to be 
estimated at $2,181,464. 


Construction Work in Progress 

[1] In arriving at the average net 
investment in utility plant, we have 
included property under construction. 
The company does not charge interest 
while same is under construction nor 
is interest capitalized and included in 
its ultimate plant account relating to 
the particular property. In view of 
this, the company is entitled to earn on 
this type of property from its inception 
and before its completion and is prop- 
erly included in the rate base. With 
the exception of the amount of $191,- 
000 which the company spent as of 


[4] 49 90 PUR NS 





VERMONT PUBLIC SERVICE COMMISSION 


January 1, 1948, on a $500,000 diesel 
plant which was placed in operation in 
the early part of 1948, the amounts of 
this class of property have been insig- 
nificant and would reflect no material 
change in the net plant investment 
whether included or not: 


$211,440.99 


659.39 
3,564.61 


1948 
1949 
1950 


January 1, 


“ “ 


Property Held for Future Use 

[2] Petitioner owns certain flowage 
rights which are included in the elec- 
tric plant in its service account. The 
company has no definite plans for the 
use of such property in the near future 
and said property is not used or useful 
in serving the public. We cannot 
agree with the petitioner that this prop- 
erty should be included in its rate base 
and we have deducted the cost of these 
rights in the amount of $43,201.50 in 
our final calculations of said base. In 
the future, if these flowage rights are 
utilized in serving the public, they 
should then be considered as a part of 
the petitioner’s net electric plant. 

The company excepted to this find- 
ing as being against the weight of the 
evidence, contrary to the evidence, and 
contrary to the law. We have care- 
fully considered this exception and are 
still of the opinion that this type of 
property should be excluded from the 
rate base. 


Contributions in Aid of Construction 

[3] Certain customers of the peti- 
tioner have in the past contributed 
toward the cost of line extensions to 
bring electric service to their property. 
We cannot agree that the petitioner 
should earn on same and that such con- 
tributions should be included as part 
of the net company investment. The 
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total cost of such extensions appears 
in the plant account so we have deduct- 
ed that portion contributed by the cus- 
tomers in arriving at the net ultimate 
company investment. The average 
amount in this account for the differ- 
ent periods is as follows: 


1948 Sih aah eee oe 
ee) ere 


(Barnes, “The Economics of Public 
Utility Regulation,” p. 423 (2) .) 


W orking Capital 

[4,5] In addition to plant invest- 
ment, petitioner is entitled to a return 
on working capital, including materi- 
als and supplies and cash allowance 
for operating expenses. In arriving 
at proper allowances for working capi- 
tal, we must consider the conflicting 
amounts and estimates presented by 
the company and by the state. These 
are as follows: [See table, page 51.] 

Joseph A. Staples, Jr., witness for 
the state, in his allowance for working 
capital has used for materials and sup- 
plies the average of the beginning and 
year-end balances plus cash computed 
on the basis of forty-five days’ operat- 
ing expenses excluding depreciation 
and taxes. 

The company has used the highest 
balance of the year for materials and 
supplies and a somewhat higher 
amount than the state for cash allow- 
ance. 

Working capital embraces an allow- 
ance for prepaid materials and supplies 
for conducting current operations and 
repairs and cash for use in operations 
in advance of collection. Public Serv- 
ice Commission v. St. Louis County 
Gas Co. (Mo 1943) 49 PUR NS 65. 

In our judgment, the proper method 
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Materials & Supplies 


Materials & omen 
Cash ... 


Materials & — 
RN occas 


Materials & Supplies 


of establishing a reasonable cash al- 
lowance for the petitioner is to use the 
one employed by the company, which is 
the one based on a bimonthly billing. 
For Materials & Supplies, we find 
that the amount shown by state’s wit- 
ness Staples is ample for 1948, 1949, 
1950. For the year 1951 (pro forma), 
we shall allow the company’s figure as 


Net Electric Plant 
Deduct : 
Property Held for Future Use . , 
Contributions in Aid of Construction . 
Add: 
Materials & on 
Cash . ‘ 


2,032,975 


UTILITIES CO. 


Company 
$54,725 
72,680 


State 
$37,020 
45,425 
$41,378 $127,405 $82,455 
wie 
62,126 


$37,142 

38,829 

pee $103,504 $75,971 
_ $40,000 
73,750 


$37,142 
38,829 


$113,750 $75,971 


$42,000 


83,000 No Estimate 


$125,000 


a reasonable estimate for Working 
Capital. Our allowance for Materials 
& Supplies includes Merchandise In- 
ventory, although profits from mer- 
chandising are excluded from the cost 
of service. 

We find that the company’s net aver- 
age investment or rate base is as fol- 
lows for the years indicated : 


1950 
2,147,516 


1951 
2,181,464 


43,201 
22,251 


42,000 
83,000 


1948 1949 


$2,156,989 
43,201 


22,251 


43,201 
2,051 


37,020 
72,680 


43,201 


37,142 
73,750 








Rate Base 


Expenses 

With the exception of allowance 
claimed by Citizens for taxes on in- 
come, there is little difference between 
the company’s actual or estimated ex- 
penses and those advanced by the wit- 
nesses for the state for the years 1948 
through 1950. We have also adopted 
the company’s forecast of expenses for 
the year 1951 although they appear to 
be somewhat excessive based on the 
experience of the company. 

The amount computed for Federal 
Income and State Franchise Taxes by 
Citizens and the state differ substan- 


$2,077,423 


$2,190,805 $2,192,956 $2,241,012 


The tax rates used by both are 
4 per cent for Vermont Franchise Tax 
and 38 per cent for Federal Income 
Tax in 1948, 1949, 42 per cent in 1950, 
and 47 per cent in 1951, but the treat- 
ment of deductions in arriving at the 


tially. 


amounts resulted in tax allowances 
varying greatly from each other. We 
have studied these differences in com- 
putations and conclude that they are 
due to the use of income deductions, 
so-called, and increased amounts of ex- 
penses for tax purposes over and above 
the net expenses as shown on the 
books of the company by Citizens. 
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In computing taxes on income, Citi- 
zens as a taxpayer is allowed to deduct 
such items as interest, amortization of 
bond discount and expense, and mis- 
cellaneous income deductions before 
arriving at taxable income. In its 
1948 Federal Income Tax Return, 
the company deducted $222,058.25 
of such items in arriving at its compu- 
tation of the amount due the Federal 
government. The company contends 
that in computing Vermont’s portion 
of Federal Income Taxes, it is im- 
possible to allocate any portion of the 
$222,058.25 to Vermont and, there- 
fore, Vermont’s share of Federal In- 
come Tax should be computed with no 
income deductions. We cannot agree 
with the company that this is so, and 
shall make such computations that 
will reflect a fair and equitable share 
of the amount of the deductions in ar- 
riving at the amount of Federal In- 
come Tax to be charged to the Ver- 
mont operation. 

I‘urther, in computing taxes on in- 
come, Citizens as a taxpayer is al- 
lowed as operating revenue deductions 
certain charges which are made to 
construction work, such as taxes and 
overhead. Deductions for deprecia- 
tion for tax purposes are also of a 
greater amount than those actually ac- 
crued on the books of the company. 

In computing its Vermont Franchise 
Tax for 1948, Citizens subtracted in- 
come deductions of $74,658.90 from 
its Vermont gross income before ar- 
riving at taxable income. It also used 
a depreciation expense of $80,501.10 
for income tax purposes as against its 
book $72,117.19. The 
amount used for taxes other than taxes 
on income $68,337 although 
$407.57 was actually charged to con- 


charge of 
was 
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struction. Operating and maintenance 
expenses deducted were $398,872.69, 
while these net expenses on its books 
were $349,540.44, due to transfers to 
construction and other accounts. To- 
tal credits taken by Citizens on its 
Vermont Franchise Tax for 1948 
were as follows: 


$71,661.03 


1,000.28 
1,230.43 


767.16 
8,383.91 
407.57 


. Interest on Long-term Debt 

. Amortization of Debt Dis- 
count and Expense 

. Other Interest Charges . 

. Miscellaneous Income Deduc- 
tions EASTER AAY 

. Depreciation Expense (excess 
over books) . 

. Taxes Charged to Construc- 
SS ras ayes uweucn hes 

. Excess of Operating & Main- 
tenance Expenses’ over 
Book Figures 


Total Credits 


49,332.25 
$132,782.63 


This represents a saving of $5,107.02 
on the 1948 Franchise Tax Return on 
the amount which would have been 
paid if the above credits had not been 
taken ($132,782.63+-1.04X.04).? 

In 1948, Citizens accrued $5,608.22 
for Vermont Franchise Taxes and 
paid $997.62. Citizens contends that 
the amount accrued should be reflected 
as a proper charge in computing the 
cost of service to the customers and 
not the amount actually paid in order 
to safeguard the company against any 
additional assessment for taxes result- 
ing from audit and examination of its 
returns. We cannot agree with this 
contention and find that in determining 
the cost of service, there should be in- 
cluded as a franchise or income tax ex- 
pense, an amount no greater than the 
company actually paid as we are un- 
able to find any evidence that Citizens 
underpaid its tax obligations in any 
year involved in this case. 

1 Vermont Franchise Tax paid is a proper 
deduction in computing both Federal Income 
and Vermont Franchise Taxes. 
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We have used the same deductions 
in computing the Vermont portion of 
the Federal Income Tax, which results 
in a tax liability to Federal govern- 
ment in the amount of $9,477.42 as 
compared with Citizens’ tax accrual 
of $53,278.07. 

Applying the same types of deduc- 
tions and credits in computing both 
the Vermont Franchise Taxes and 
Federal Income Taxes for the year 
‘1949, we find that similar differences 
exist. Additional illustrations for ad- 
ditional years have not been deemed 
necessary to demonstrate the methods 
employed by the company in comput- 
ing its taxes. 

Although Citizens has not reflected 
a certain portion of credits for Interest 
and Amortization of Debt Discount 


January 1, 1948 
December 31, 1948 


Average for 1948 
January 1, 1949 
December 31, 1949 


Average for 1949 


We do not have complete informa- 
tion available in order to arrive at the 
ratio of Vermont’s net plant to com- 
pany’s total net plant for the years 


1950 and 1951. In checking the re- 
spective ratios, commencing with Jan- 
uary 1, 1948, we find that they are 
on a downward trend. If this same 
relationship should continue for the 
years 1950 and 1951, we believe that 
they would be less than 29.44 per cent 
as of December 31, 1949. However, 
we find that the percentage for the 
1949 year-end figure of 29.44 per cent 
will be fair and reasonable for use in 
computing the allocation of Interest 


6,224,635.19 


7,291,244.45 


and Expense in computing its Federal 
Income Tax for Vermont due to the 
contention that they are on a company- 
wide basis, we find that an equitable 
portion should and must be allocated 
to Vermont. We have considered this 
apportionment and find that an alloca- 
tion of Interest and Amortization of 
Debt Discount and Expense can be best 
provided by applying the ratio of Ver- 
mont’s net plant to company’s total 
net plant (utility plant less reserves 
for depreciation, depletion, and amor- 
tization) based on the average of be- 
ginning and year-end balances. 

We have computed the following 
percentages based on petitioner’s ac- 
tual figures of net plant in its 1948 
and 1949 annual reports to this Com- 
mission : 


Percentage 
of Vermont 
to Total 
37.52% 

35.04 


36.28% 
35.04% 
29.44 


32.24% 


Vermont 
$1,745,077.39 
2,181,455.49 


Total 
$4,650,557.31 





$6,224,635.19 





and Amortization of Debt Discount 
and Expense for 1950 and 1951. 

For 1948, the above method of ap- 
portionment results in allocating $73,- 
075.62 as against $74,658.90 claimed 
on Citizen’s Vermont Franchise Tax 
Return. 

For 1949, this method allocates 
$80,629.64, as compared with $93,- 
747.21 claimed by Citizens. 

Citizens’ Corporate Operating In- 
come before Federal Income Taxes 
for 1949 was $708,537.40.  Ver- 
mont’s operating income before Fed- 
eral Income Taxes was $180,908.37, 
or a ratio of 25.53 per cent. 
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Citizens paid $141,484.26 for Cor- 
porate Federal Income Taxes for the 
year 1949. Vermont’s share would be 
$36,120.93 on gross revenues of 
$643,198.42. We have allowed $40,- 
708 on gross revenue of $653,348. 

Citizens’ payment of $141,484.26 
includes Federal Income Taxes on 
$59,851.01 of nonoperating income. 

Since we are concerned with the 
establishment of just and reasonable 
rates commencing with March 19, 
1948, it is imperative upon this Com- 
mission to consider expenses and 
revenues as accurately commencing 
with that date as is possible. The 
state has used a period of March 1 to 
December 31, 1948, in its computa- 
tions for 1948. The company has 
used figures for the entire year and 
multiplied them by 288/366 to allo- 
cate expenses for the period under 
study. In order to arrive at an amount 
which is fairest to the consumer and 
the company, we have used the actual 
monthly figures for the last nine 
months of 1948 plus 13/31 of the ex- 
penses incurred during the month of 
March as shown on State’s Exhibit 
103. 

Apr. 1, 
1948 to 13/31 of 


Dec. 31, March, 
1948 1948 
$17,704 $7,094 $24,798 
90,966 1,942 92,908 

2,309 33 2,342 


Total 


Purchased Power 
Diesel Operation 
Diesel Maintenance 
Administrative & 
General Expenses 
Other Expenses ... 


35,046 36,899 
88,835 92,879 


$234,860 $14,966 $249,826 
54,867 2,411 57,278 


53,742 2,136 55,878 


$343,469 $19,513 $362,982 


1,853 
4.044 





Total 
Depreciation 
Taxes: Other than 

Taxes on Income 





Cost oF SERVICE 
March 19-December 31, 1948 


Operating & Maintenance 
Depreciation 

Taxes Other than Taxes on Income 
Return on Net Investment @ 7% ... 
Federal Income Tax 


114,429 


$511,440 


COMPUTATION OF TAXES ON INCOME 
March 18—December 31, 1948 


Return 


$114,429.00 


288 
(7% on $2,077,423) X —=—.. 
366 


Deductions—Nontaxable Items: 

1. Interest on Long-term Debt 
(36.28%—Vermont ratio of 
Net Plant to Total Plant). . 

2. Amortization of Debt Dis- 
count & Expense (36.28%) 

. Other Interest Charges 
(36.28% ) , 

. Miscellaneous Income Deduc- 
tions ... 

. Excess—Income Tax Depre- 
ciation over Book Amount. . 


$69,456.79 
939.63 
2,679.20 
124.50 
8,383.91 


Total Deductions $81,584.03 


288 
$81,584.03 X —~—= $64,197 
366 
(March 18—December 31, 1948) 
$114,429 — $64,197 = $50,232 Taxable In- 
come after taxes 
$50,232 + $0.59615 2 = $84,261 Taxable 
Income before Taxes 
$84,261 — $3,241 = $81,020 Income Sub- 
ject to Tax after Deducting Vermont 
Franchise Tax 


State Franchise Tax (4%) $3,2413 
Federal Income Tax (38%) 30,788 


Cost or SEervice—1949 


State’s Exhibit 126 
Merchandise & Jobbing Profit De- 
ducted 


$293,518 


$295,001 
86,020 
73,978 
153,356 
4,285 
40,708 


_ $653,348 


Operation & Maintenance 
Depreciation a 
Taxes: Other than Taxes on Income 
Return (7% of $2,190,8 

Vermont Franchise te 

Federal Income Tax 


Total Cost of Service 





2 After Federal Income Tax rate of 38 per 
cent and Vermont Franchise Tax of 4 per cent, 
each dollar of income before such taxes is 
reduced to 59.615 cents. 
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3 Tax paid by company, $997.62 on revenues 
of $646,675. 





13,518 
1,483 


5,001 
6,020 
3,978 
3,356 
4,285 
0,708 


3,348 


nues 
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CoMPUTATION OF TAxES—1949 
Return (7% of $2,190,805) $153,356.00 


Deductions—Nontaxable Items: 
1. Interest on Long-term Debt 
(32.24%) .. eves 
2. Amortization of Debt Dis- 
count & Expense (32.24%) 1,913.28 
3. Other Interest Charges 
(32.24% ) 2,826.92 
4. Miscellaneous Income Deduc- 
tions . 120.00 


5. Excess—Income Tax Depre- 
6,189.22 


ciation Over Book Amount 
Total Deductions $86,938.86 
$153,356 — $86, — = $66,417 Taxable 


Income after Ta 

$66,417 = $0.59615 — = $111,410 Taxable 
Income before Taxes 

$111,410 — $4,285 (Vermont Franchise 
Tax) = $107,125 Income Subject to 
Tax after Deducting Vermont Franchise 
Tax 


Vermont Franchise Tax (4%) $4,2854 
Federal Income Tax (38%) 40,708 


$75,889.44 


Cost of Service, 1950 

In computing the cost of service for 
1950, the Commission had available 
the actual figures for the first eight 
months of 1950. For the remaining 
four months, we have taken 50 per 
cent of that amount, which we find is 
fair and reasonable based on the past 
experience of the company. Our com- 
putations follow: 


Operating Expenses, Depreciation 
and Taxes Other than Taxes on 
Income 

(Eight months’ actual is 
$313,018.16) 

Return @ 7% on $2,192,956 . 153,507 

Vermont Franchise Tax ........... 5,073 

Federal Income Tax 


$469,527 


Total Cost of Service ........ $681,375 


TAxXEs ON INcomE—1950 


Return (7% on $2,192,956) 
Non-Taxable Items (Based on 1949): 


1. Interest on Long-term Debt (29.44%—Vermont Ratio of Net Plant 


to Total Plant) 


Amortization of Debt Discount & ae - 44% 
_ Other Interest Charges (29.44%) 

. Miscellaneous Income Deductions 
. Excess—Income Tax Depreciation Over Book Amount 


Total Deductions 


Taxable Income after Taxes 


$153,507.00 


$69,307.68 
1,747.12 
2,581.40 
120.00 

. 6,189.22 


79,945.42 
$73,561.58 


$73,562 + $0.5577 5 = $131,902 Taxable Income before Tames on ea 
3 31,902 — $5, 073 = $126, 829 Income Subject to Tax after Deducting Vermont Franchise Tax 


Vermont Franchise Tax @ 4% 
Federal Income Tax @ 42% 


$5,073 
53,268 


Cost or ServicE—1951 


*Operating Expenses 

*Depreciation 

*Taxes—Other Than Taxes on Income 
Return @ 6.5% on $2,241,012 
Vermont Franchise Tax 

Federal Income Tax 


Total Cost of Service 


* Petitioner’s Exhibit 164 


$330,870 
97,987 
83,501 
145,666 
5,704 
58,280 


$722,008 





4Tax paid by company, $3,296.88 on reve- 
nues of $643,198. 
5 After Federal Income Tax of 42 per cent 


and Vermont Franchise Tax of 4 per cent, 
each dollar of income ‘tan e such taxes is 
reduced to 55.77 cents. 
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TAXEs ON INcomE—1951 
,666 — $79,945 6 = $65,721 Taxable Income after Taxes 
1 + $0.5067 7 = $129,704 Taxable Income before Taxes on Income 
04 — $5,704 = $124,000 Income Subject to Tax after Deducting Vermont Franchise Tax 


Vermont Franchise Tax @ 4.6% ... 
Federal Income Tax @ 47% 


Normal Water Year 

[6] In establishing rates for the 
future, we are faced with the problem 
of determining just and reasonable 
rates over a period when hydro genera- 
tion may fluctuate considerably from 
year to year. This variation will have 
a major impact on Citizens’ earnings. 
However, over a period of years, we 
are certain that the amount of kilo- 
watt hours generated by hydro may 
best be determined by the establish- 
ment of a normal water year. We 


shall, therefore, design rates for the 
future based on the normal monthly 
hydroelectric generation for Citizens 


as follows: 


1,224,000 Kw. 
1,059,000 “ 
1,780,000 
1,600,000 
1,968,040 
1,880,000 
1,101,000 
1,020,000 
1,044,000 
1,202,000 
1,764,000 
1,260,000 


16,902,040 Kw. 


January 
February 
March 
April 

May 

June 

July 
August 
September 
October 
November 
December 


Total 


Citizens attempted to introduce evi- 
dence which would prescribe rates for 
each class of service adjusted by a 
hydro clause. The Commission ex- 
cluded such evidence except as it per- 
tained to the water-heating rate filed 
on April 23, 1950, as such evidence 
was not material to the rate filed to be 
effective March 19, 1948. The hydro 


$5,704 
58,280 


clause would adjust the rates on the 
basis of 1/10 of a mill per kilowatt 
hour for each 15,000 kilowatt hour 
variation by which the preceding 
month falls below or rises above nor- 
mal hydro generation for that month. 
This surcharge or credit would be 
further modified by an increase or de- 
crease of 7.6923 per cent with each 
increase or decrease of one cent per 
gallon based on a 13 cent-per-gallon 
average cost of diesel fuel. Citizens, 
by the use of a hydro clause, seeks to 
level off earnings on a monthly basis 
while the adoption of rates based on a 
normal water year will adjust them- 
selves in a fair and equitable manner 
over a period of years. We cannot 
agree that a hydro clause is necessary. 
We do find that a fuel clause in the 
industrial, wholesale and water-heat- 
ing rates in the low rate block is 
justified and we shall prescribe one. 

We do not propose to set rates for 
1948, 1949, 1950 based on a normal 
water year because the results are al- 
ready known. Since these years are 
on the low side of the normal water 
year, Citizens will benefit by having its 
full return for these years and a chance 
to earn more during the years when 
stream flows are above normal in the 
immediate future. 


Rate of Return 

[7-11] Citizens is entitled to earn 
a fair return on its property used and 
useful in serving its customers. The 








6 Same as amount used for 1950. 
7 After Federal Income Tax of 47 per cent 
and Vermont Franchise Tax of 4.6 per cent, 
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each dollar of income before such taxes is 
reduced to 50.67 cents. 
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return must be commensurate with re- 
turns on investments in other enter- 
prises having corresponding risks and 
consistent with the interest of the fi- 
nancial integrity of the company, af- 
fording it the ability to maintain its 
credit and to attract new capital. 

Two factors which must be con- 
sidered in determining the cost of 
equity capital are the actual earnings 

available for dividends and the divi- 
dends paid. To many, if not most in- 
vestors, the amount which they actually 
receive for the use of their money may 
be a more important consideration than 
earnings which are left in the busi- 
ness and which, while they increase the 
value of the capital investment, are 
not available as income to the investor. 
(Barnes, supra, at p. 533.) 

The testimony as to rate of return 
covers several hundred pages. For 
the company, Mr. Richard L. Rosen- 
thal, its president, testified. For the 
state, Mr. Dale R. Goubleman, of the 
Federal Power Commission staff, and 
Dr. Martin L. Lindahl, of Dartmouth 
College, testified. 

Any attempt to detail the testimony 
of these witnesses or to analyze their 
exhibits would require many pages of 
discussion and would, in the end, serve 
no useful purpose. Mr. Rosenthal 
testified that the company must have a 
return of 8 per cent for 1948, 1949, 
1950 and a return of 7} per cent for 
the future. Mr. Goubleman and Dr. 
Lindahl were of the opinion that a 
return of about 64 per cent was suffi- 
cient to maintain the company’s credit 
and to attract new capital on favorable 
terms. 

The company’s capitalization as of 
May, 1950, after giving effect to its 


new bond issue of September, 1950, 
was: 


$7,758,470 
51,170 
3,684,079 


$11,493,719 


Funded Debt 
Preferred Stock .... 
Common Stock Equity 


The average cost of Funded Debt 
was 3.49 per cent, or $270,771 annu- 
ally, and on preferred stock, 5 per cent, 
or $2,559. 

A return of 6} per cent on its capital 
would provide $747,092, and after 
provisions for interest and preferred 
stock dividends, would leave $473,762 
available for equity. Similarly, a re- 
turn of 7 per cent would provide a 
gross return of $804,560 and $531,- 
230 for equity. 

In 1949, Citizens paid out $182,- 
995.05 in cash dividends on its com- 
mon stock consisting of 264,974 shares 
at the end of the year. In addition, it 
paid a stock dividend of $64,357.75. 
We consider a stock dividend as simply 
another way of dividing the pie with- 
out increasing its size. If a stock- 
holder owning 100 shares or 10 per 
cent of the stock of a corporation re- 
ceives a stock dividend of 3 shares, his 
holdings increase to 103 shares but it 
is still only 10 per cent of the stock. 
There may be a slight advantage for 
tax purposes to a stock dividend but 
we find this to be a minor considera- 
tion. 

A common dividend payment of 
$183,000 out of net earnings of $473,- 
762 or $531,230 is a pay-out of only 
38 per cent and 34 per cent, respec- 
tively. This is a very low pay-out 
and we find that this policy has the ef- 
fect of requiring customers to pay 
higher rates in order that additions 
and replacements of property can be 

90 PURNS 





VERMONT PUBLIC SERVICE COMMISSION 


made out of earnings instead of issu- 
ing new securities. 

A return of 63 per cent and 7 per 
cent on total capital gives petitioner 
a return on equity of 12.86 per cent 
and 14.42 per cent, respectively. We 
have taken judicial notice of the pres- 
ent earnings, dividends, and yields of 
Citizens’ common stock. The June 
7, 1951, issue of “Public Utilities Fort- 
nightly,” p. 797, a reliable source of 
information as indicated by the record, 
shows that on May 11, 1951, Citizens’ 
common stock with earnings of $1.93 
per share for the year 1950 was selling 
on the market at about $15 per share, 
or at a return of 12.87 per cent witha 
dividend pay-out of only 41 per cent. 

The cost of capital cannot be de- 
termined by any exact formula and is 
a matter of judgment. Considering 
all the evidence in the case, we find 


that for the past three years and for 
the next few years, petitioner can rea- 
sonably finance plant expansion and 
maintain its credit with a return of 64 
per cent on the rate base allowed in this 


case. This, of course, is predicated 
upon Citizens being able to earn the 
same return on its other operations. 
We find that a 6} per cent return 
will be sufficient to pay all interest 
charges, dividends on preferred stock, 
maintain its present dividend rate on 
common stock, and leave a substantial 
balance for surplus. We do allow 7 
per cent for that period because the 
company’s reports for those years al- 
ready reflect the revenues which we 
are to allow and if the company now 
had to make a downward revision of 
its past earnings, there might be an 
adverse effect on its credit position. 


There is no evidence that the com- 
pany will need large sums of equity 
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capital in the near future. At all 
times material in this case, the com- 
pany has provided all permanent capi- 
tal from earnings and debt securities. 
An increase in cash dividends on its 
present stock will make new issues 
more desirable. At its 1949 dividend 
rate, petitioner will have available, on 
our proposed return, some $300,000 of 
annual earnings for plant expansion 
before any new capital is required. In 
1949, Citizens experienced an operat- 
ing loss of $7,723.83 on the Bangor 
property which it had purchased in 
1948. 

In determining a fair rate of return, 
the quality of service is an important 
consideration. The evidence in 1948 
showed that the service in Grand Isle 
county was subject to frequent and 
lengthy outages. We have been urged 
by counsel for some Grand Isle cus- 
tomers to establish rates for that area 
below the level of those for the balance 
of the system. The evidence in 1950 
shows that Citizens has made some 
progress in improving service in Grand 
Isle. Due to the improvement in serv- 
ice, we find that a lower rate in Grand 
Isle should not be ordered. We also 
find that a reduction in the over-all 
rate of return to offset poor service is 
not required and should not be or- 
dered. 

In arriving at the fair rate of return, 
we have endeavored to afford proper 
consideration and to attach proper 
weight to general economic conditions, 
the ability of the rates established to 
attract capital and maintain the finan- 
cial integrity of the petitioner, the 
current cost of capital, the petitioner's 
financial history, the risk of the en- 
terprise compared to that of other eco- 
nomic enterprises, the general efficien- 
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cy of the petitioner’s management, the 
quality of service rendered, and the ef- 
fect of the rate on the capacity of the 
public to avail itself of the service of- 
fered. It is at this point that we con- 
clude the interest of the consumer and 
the investor are equitably balanced. 
Re New England Teleph. & Teleg. Co. 
(1949) 115 Vt 494, 512, 513, 79 
PUR NS 508, 66 A2d 135. 


Required Rates 

We find that the rates filed by Citi- 
zens Utilities Company for effect 
March 19, 1948, and April 23, 1950, 
are not just and reasonable and we 
shall proceed to determine rates which 
will be just and reasonable. 

To earn 7 per cent on the rate base 
found above would require gross 
revenues as follows: 


1948 ; . $511,440 
1949 Dereon 653,348 
1950 pied ; 681,375 


$1,846,163 


The results for 1948 and 1949 are 
actual, while 1950 represents eight 
months’ actual increase by 50 per cent. 
In 1949, the last four months’ reve- 
nues were 51.44 per cent of those for 
the first eight months. 


For the period starting January 1, 
i951, we shall prescribe rates de- 
signed to produce gross annual reve- 
nues of $722,008 based on 1950 kilo- 
watt-hour sales. On the experience 
of Citizens itself in 1950 and on the 
general upward trend of electric sales 
throughout the country, we are cer- 
tain that the rates based on 1950 sales 
will produce somewhat higher reve- 
nues than our estimate. 

Our cost of service for 1951 as- 
sumes normal hydro generation of 16,- 
902,040 kilowatt hours. 

However, our cost of service for 
the period ended December 31, 1950, 
considers only the actual hydro gen- 
eration except that the last four months 
of 1950 are estimated. Compared 
with normal hydro generation of 16,- 
902,040 kilowatt hours, Citizens ac- 
tually generated by hydro only 11,- 
023,395 kilowatt hours in 1948 and 
13,608,400 kilowatt hours in 1949, 
In 1949, normal hydro generation 
would have saved Citizens $28,457 on 
diesel fuel. After deducting Federal 
and state taxes on income, the net in- 
crease in operating income would be 
$16,965 or a return of .78 per cent on 
the rate base as found. 
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INDIANA PUBLIC SERVICE COMMISSION 


Re Mohawk Sales, Incorporated 


No. 22203 


August 2, 1951; rehearing denied August 23, 


1951 


ETITION of sales company requesting Commission to inves- 

tigate and determine status of Tele-Magnet answering device 

and to suspend telephone company’s rules prohibiting its use; 
denied. 


Service, § 435 — Telephones — Attachment of answering device. 

A sales organization’s request that the Commission suspend the rules and 
regulations of a telephone company prohibiting the use of privately owned 
answering devices on its lines was denied where it appeared that the device, 
known as a Tele-Magnet, would manipulate the telephone instrument, that its 
mal-functioning would affect the company’s service, and that a grant of the 
request would, in effect. divide the responsibility for service between the 
utility and parties not under Commission jurisdiction. 


Service, § 435 — Telephones — Answering devices. 
Statement that the telephohe industry has been negligent in not developing 
and offering to the public a satisfactory answering device, p. 61. 


APPEARANCES: J. D. Beeler, Pres- 
ident, Mohawk Sales, Inc., Evansville, 
and Darby & Fitzgerald, Attortieys at 
Law, Evansville, for petitioner; 
T. D. Stevenson, Indiana Bell Tele- 
phone Co., Indianapolis, for respond- 
ent; Walter F. Jones, Jr., Public 
Counselor, for the public. 


By the Commission: On June 5, 
1950, Mohawk Sales, Inc., a corpo- 
ration organized under the laws of the 
state of Indiana, with its principal 
office at 125 N. W. Third street in the 
city of Evansville, Indiana, filed a 
verified petition requesting the Pub- 
lic Service Commission of Indiana to 
investigate and determine the status 
of the instrument known as the Tele- 
Magnet and requested the Commission 
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to suspend that portion of the General 
Rules and Regulations filed by the 
Indiana Bell Telephone Company in 
its Tariff filing marked, P. S. C. I. No. 
T-6, Part 1, $1, Second Revised 
Sheet 3. 

The Commission set this matter for 
public hearing for 10 o'clock A.M., in 
the rooms of the Commission, 401 
State House, Indianapolis, Indiana, on 
October 10, 1950, which hearing was 
postponed until October 25, 1950, at 
10 o'clock a.m. At said hearing, the 
Commission introduced Exhibits Nos. 
1, 2, and 3 which were proofs of publi- 
cation in the Indianapolis Times, the 
Evansville Courier, and the Evans- 
ville Press. 

At the hearing, the Commission 
heard its chief engineer, Mr. W. F. 
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Lebo, who introduced his report which 
was marked, Public Exhibit No. 1. 
This report explained the tests which 
he had made on one of the instruments 
known as the Tele-Magnet. Mr. Lebo 
recommended that further tests of this 
instrument be made in actual operation 
on the premises of the subscribers. 


The petitioner, Mohawk Sales, Inc., 
placed on the witness stand, Mr. J. D. 
Beeler, who testified that he was pres- 
ident of the Mohawk Sales, Inc. and 
that his company had a franchise area 
for the sale of the instrument known 
as the Tele-Magnet. He also testified 
on contracts that they had made for 
the sale of their instrument which he 
had not been able to deliver because of 
the Indiana Bell Telephone Company’s 
refusal to allow the instrument to re- 
main on the lines. 


The petitioner placed on the witness 


stand Mr. Norman Krauss who 
testified that he had purchased one of 
the instruments and used it to receive 
orders before his business establish- 
ment opened in the morning and after 
it had closed in the evening. Mr. 
Krauss operates a laundry and dry 
cleaning establishment in Evansville. 

After hearing all of the evidence in 
this cause at the hearing on October 
25, 1950, the Commission was of the 
opinion that it should have a further 
test of the Tele-Magnet answering de- 
vice and authorize the Mohawk Sales, 
Inc. to install twelve devices in Evans- 
ville for test purposes and that a fur- 
ther hearing would be held in this mat- 
ter. 

On March 27, 1951, the Commis- 
sion advised the interested parties in 
this cause that there would be a con- 
tinued public hearing on April 13, 


1951, at 10 o’clock A. m., in the rooms 
of the Commission. 

At the above hearing Mr. Lebo, 
chief engineer for the Public Service 
Commission, reported on the results of 
the test he had observed at Evansville 
and the Commission took evidence 
from other parties who desired to 
testify. 

The petitioner placed on the witness 
stand Mr. Ralph West who is chief 
engineer of the Mohawk Sales, Inc. in 
New York and who explained the 
construction and operation of the in- 
strument. 

The respondent, Indiana Bell Tele- 
phone Company, placed three witnesses 
on the stand who testified as to matters 
concerning the development of answer- 
ing and recording devices. 

The various parties placed some 
twenty-five exhibits in the record and 
testified to the extent of about 370 
pages of testimony. 

The petitioner and respondent both 
filed briefs in this matter and the Com- 
mission feels that it is fully advised and 
is in a position to rule and issue an 
order. 

The Commission is further of the 
opinion that the Tele-Magnet device 
does manipulate the telephone instru- 
ment and that mal-functioning of the 
device will affect the operation of the 
telephone service. It therefore follows 
that if the Commission should allow 
this device or a similar device to be 
attached which is contrary to the rules 
and regulations of the telephone com- 
pany, the responsibility for service 
would be shared by others who are not 
under the Commission’s jurisdiction. 

The Commission is further of the 
opinion that the telephone industry and 
particularly the Bell system has been 
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negligent in not developing a satis- 
factory device and offering to the 
public this added service. 

The Commission is therefore of the 
opinion that it would not be in the 
public interest to suspend the Indiana 
Bell Telephone Company rules and 
regulations against the attachment of 
the Tele-Magnet device as long as the 
responsibility of the operation and 
maintenance is outside the control of 
the telephone company, and it is also 
of the opinion that the petition to sus- 
pend the rules and regulations prohibit- 


ing the use of the Tele-Magnet should 
be denied and it will be so ordered. 

It is therefore ordered by the Public 
Service Commission of Indiana that 
the petition of the Mohawk Sales, Inc., 
to suspend the rules and regulations 
prohibiting the use of the Tele-Magnet 
device is denied. 

It is further ordered that petitioner 
shall pay into the Treasury of the State 
of Indiana through the Secretary of 
this Commission, the sum of $19.14, 
said sum being the cost of publication 
of legal notices in this cause. 





COLORADO PUBLIC UTILITIES COMMISSION 


Re Dorothy Cowan et al. Doing Business 


As “Cowan Coal & Feed Yard” 


Application No. 11164, Decision No. 27010 
July 2, 1951; rehearing denied August 8, 1951 


PPLICATION for authority to transfer motor carrier cer- 
fA tificate of convenience and necessity; denied. 


Certificates of convenience and necessity, § 25 — Jurisdiction of Conzmission 
Transfer of motor carrier certificate — Transferor’s liabiliiy for debts. 
1. The question of liability of persons seeking Commission approval of a 
- dD i 


transfer of a motor certificate for the debts of a person who had ; 


! previously 


‘ 


operated under their certificate is a legal ore over which the Coninission 
does not exercise jurisdiction, p. 63. 


Certificates of convenience and necessiiy, § 143 — Transfer — Requirement that 


obligations be satisfied. 


2. Certificates of convenience and necessity against which certain cbliga- 


tions are outstanding will not be transferred until satisfactory 


arrange- 


ments have been made for taking care of such obligations, p. 63. 


Certificates of convenience and necessity, § 143 — Transfer — Satisf: 


obligations. 


3. The Commission will refuse to authorize the transfer of a motor carrier’s 
certificate while a dispute exists as to who is liable for certain outstanding 
obligations incurred by a previous operator under the certificate and will 
hold up its approval until the obligations are taken care of or until a deter- 
mination is made by a court of competent jurisdiction that the present 
certificate holders are not liable for the indebtedness, p. 63. 
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APPEARANCES: Marion F. Jones, 
Denver, for applicants; A. J. Fregeau, 
Denver, for Weicker Transfer and 
Storage Company; R. E. Turano, 
Denver, for Rio Grande Motor Way, 
Inc.; Frank Weigner, Denver, for En- 


gine Supply Company. 


By the Commission: By Decision 
No, 36225, dated March 10, 1951, the 
Commission found that Dorothy 
Cowan and Muriel Patricia Brooks, 
doing business as “Cowan Coal & 
Feed Yard,” Salida, Colorado, are the 
owners of PUC-1250. On April 19, 
1951, the above-named owners filed an 
application with this Commission to 
transfer the above-numbered certifi- 
cates to V. E. Williams, of Salida, 
Colorado. 

The application was regularly set 
for hearing, and heard, at the Court 
House in Pueblo, Colorado, on May 
29, 1951, and at the conclusion of the 
hearing, the matter was taken under 
advisement. 

At the hearing, the evidence dis- 
closed that V. E. Williams, the trans- 
feree herein, is the owner of Permit 
No. C-5757, and by virtue of the own- 
ership of said C-permit, owns consid- 
erable equipment ; and he has operated 
under said permit for the past sixteen 
years, and is well qualified through ex- 
perience, as well as financially, to con- 
duct a satisfactory operation under 
said certificates. 

[1-3] The present owners of the 
certificates contracted with one F. D. 
McGlothlen, and the Commission, by 
Decision No. 30911, dated July 28, 
1948, authorized McGlothlen to go 
into possession of said certificates and 
to continue operations thereunder un- 
til December 6, 1950, when he sur- 


63 


rendered possession of said certificates 
to the transferors herein; that during 
the McGlothlen operation, he incurred 
numerous debts and obligations which 
have never been paid, viz.: 


Argys Bros. Garage, 215 
E. 1st, Salida, Colo. $701.74 (secured 


Note) 
i Bros. Garage, 215 
Ist, Salida, Colo. . 
Rainbou Cottage Camp, 
Rainbow Blvd., Salida, 
Colo. 
Stapleton Chevrolet, 148 E. 
Ist, Salida, Colo. 


1241.45 


197.50 
997.72 (secured 
Note) 
Bob’s Tire Shop, 204 E. 

Ist, Salida, Colo. 
Biglow’s Service Co., 3rd & 

E, Salida, Colo. 

Salida Transfer, 128 Gc 
Salida, Colo. ... 

Sassar Service 
Salida, Colo. ; 

Kaess Motor Co., 330 W. 
Grand Ave., Salida, 

Skelly Motor Inn, 413 W. 
Rainbow Blvd., Salida, 

Engine Supply Co., 1862 
Lawrence St., Denver, 

Shirley Avery, Buena 
Vista, Colo. 

S & C Enterprise, 328 E. 
Fillmore, Colo. Spgs. . 
State Highway Comp. Tax, 
State Office Bld., Den- 

ver, 

State Highway Comp. Tax, 
State Office Bld., Den- 
ver, 

Transportation Tax, 
Govt. Customs 
Denver. 

G & R Service, Gunnison, 
Colo. 

South Park Merch., 
sel, Colo. .... eee 

Colo. Mtr. Carriers’ “Assn. 
407 Denham 7 Den- 
ver. Colo. .. eee ats 

Roth Motor Co., 353 W. 
Main, Littleton, Colo. 

Ross & Sons Service, 4600 
Lafayette, Denver, Colo. 

United Tire Co. 245 
Broadway, Denver, Colo. 

Iowa Home Mutual, Kit- 
tredge Bld, Denver, 
Colo. ... 

H&D Chevrolet, Canon 
City, Colo. 
Texas Creek 
Texas Creek, 


Station, 


183.60 


121.69 (Lien) 


54.52 (Lien) 


Hse. 
199.19 (Lien) 


65.74 
Hart- 


5.00 
32.59 
53.44 


833.28 
5.42 


1.45 
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W. E. Schrader, 
Salida, Colo. 
Richard Glover, Salida, 
Colo. (approx) 
Frank Jefferson, 224 Pon- 

cha Blvd., Salida 
(approx) 
Warren Hall, Salida, Colo. 
(approx ) 
Salida, Colo. 
(approx ) 
Salida, 
(approx ) 
Howard, 
(approx ) 


1110 F, 
(approx ) 


95.00 


260.00 (wages) 


55.00 


300.00 (wages) 

Gene Wall, 

250.00 (wages) 

Vernon Borden, 
Colo. 

Bill Dowdy, 
Colo. 


375.00 (wages) 
75.00 (wages) 


Total 7,814.4 


36225, 


In our Decision No. the 
Commission held that the certificate 
was never transferred to McGlothlen 
and at all times remained the property 
of the transferors herein. The present 
transferors disclaim liability on the 
numerous debts and obligations in- 
curred while McGlothlen was in 
charge of the operations under said 
certificates, contending that they are 
not legally bound to pay said debts. 
The question of liability of transferors 
herein is, in our judgment, a legal 


question and one over which the Com- 


mission does not exercise jurisdiction. 
The Commission, several years ago, 
established the policy that certificates 
of public convenience and necessity, 
having incurred obligations which 
were not paid, should not be trans- 


ferred until satisfactory arrangements 
had been made for taking care of said 
obligations. 

In the instant case, the Commission 
does not know whether the transferors 
are legally liable for the operations 
conducted by McGlothlen. If they are, 
some arrangements should be made to 
take care of these obligations; while, 
on the other hand, if they are not le- 
gally liable, the transfer should be au- 
thorized. Under the showing here 
made, the Commission, following the 
policy above referred to, feels that it 
is in the public interest to deny the 
instant application. In other words, 
before a transfer is made, the question 
of the outstanding obligations should 
be taken care of, either by payment or 
arrangements therefor, or by a deter- 
mination of a court of competent juris- 
diction, that certificate hy 
are not liable for said indebtedness. 

The Commission finds that the in- 
stant application should be denied for 
in our 


said Iders 


the reasons heretofore set forth 
statement, which, by reference, is made 
a part of these findings. 


ORDER 


The Commission orders that the 
instant application be, and the same 
is hereby, denied. 
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Industrial Progress 





A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Gas Companies Plan Huge 
5-year Expansion Program 


Gs utility companies and pipeline com- 
panies in the United States expect to 
spend approximately $4.59 billion for con- 
struction of new facilities and expansion ot 
present plant and facilities in the five-year 
period from 1951 through 1955, according to 
a survey by the bureau of statistics of the 
American Gas Association. During the past 
five years, 1946-1950, the nation’s distribution 
and pipeline companies spent $3.99 billion for 
oy purchase and construction of new plant 
nd equipment. 

The forecast for 1951 indicates estimated 
expenditures of $1.54 billion and it is esti- 
mated that the industry will spend an addi- 
tional $1.30 billion in 1952 to take care of 
prospective new customers and increased con- 
sumption of present customers. Estimates de- 
clined to $707.5 million for 1953, $553.8 million 
for 1954 and $492.8 million to be spent for 
construction in 1955, 

\s during the past five years when $2.19 
billion were spent, natural gas transmission 
lines continue to represent the largest single 
category of expenditures with $2.40 billion 
or nearly one-half the total expenditures be- 
ing devoted to natural gas construction. 
Because the rapid growth-of natural gas dis- 
tribution is bringing a major transition in the 
gas industry, the forecasts for the manufac- 
tured, mixed, and liquefied petroleum gas 
branches were combined. Total expenditures 
of $397.2 million were forecast for these 
branches during the next five years. Antici- 
pated expenditures for the development of 
underground storage facilities for the first 
time were shown in the current survey. The 
gas industry expects to spend $92 million for 
such facilities in the coming five-year period. 


Natural Gas Storage Plans 
Underground Storage Area 


Natoet Gas SroraGeE ComMPANy OF ILLI- 
NoIs proposes the development, of a 
multimillion dollar underground storage area 
for natural gas in Kankakee and Iroquois 
counties, Illinois. 

The project, with an ultimate estimated cost 
of $36,200,000, would be used to store natural 
gas for Natural Gas Pipeline Company of 
America and Texas Illinois Natural Gas Pipe- 
line Company. 

The company plans to commence the project 
by July, 1952, and to complete it for initial 
operation within a year. The project would 
be progressively enlarged as materials become 


available and the demand for gas in the areas 
served by Natural and Texas Illinois may 
require. Initial cost of project is estimated 
at $18,100,000. 


New Pipe Coupling 
Described in Bulletin 


A NEW-STYLE compression pipe coupling 
which, it is claimed, practically eliminates 
turbulence at the joint, is being manufactured 
by the Morris Coupling & Clamp Company. 

The coupling is made up of three parts: 
1) a gasket made of the materi: il best suited 
to give protection for the specific job applica- 
tion; 2) steel inner sleeve with precision die- 
cut teeth placed eccentric to the gasket teeth 
to form a complete seal when the outer shell 
is tightened ; and 3) steel outer shell made of 
zinc-coated steel or corrosion resistant metals 
when required, with zinc-coated washers, bolts 
and nuts. 

A bulletin describing the coupling in detail 
may be obtained by writing the Morris Cou- 
pling & Clamp Company, P. O. Box 632, Ell- 
wood City, Pennsylvania. 


Texas Eastern to Expand System 
By 791 Mi. of 30-inch Line 


T= AS EASTERN TRANSMISSION CORPORA- 
TION, is engaged in an expansion program 
which will expand its present system by 791 
miles of 30-inch line, making an extensive 
network of 4,230 miles of natural gas pipeline. 
The 30- inch pipeline is the largest expansion 
engaged i in by Texas Eastern since the forma- 
tion of the corporation in 1947 to purchase 
the wartime Big Inch and Little Big Inch 
pipelines. 

From a point near Kosciusko, Mississippi, 
the new 30-inch line extends in a northeasterly 
direction through the flats of Mississippi, the 
famous Muscle Shoals watershed in Alabama, 
bisects the state of Tennessee, crosses the 
hills and bluegrass section of Kentucky, 
through southern Ohio, crosses the panhandle 


(Continued on page 34) 





Sturdy stee! construction, pow- 
erful leverage, wire snips. 
Weighs 9 ozs. Complete 
with flat lettered dies $6 
Slotted or recessed dies, 75c 
additional. Order direct. 


| A. C. GIBSON CO., INC Burrato 5, N.Y. 
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Virginia aud terminates near Con- 
nellsville, Pennsylvania, where it ties into the 
existing facilities of the company. Its 400 
million cubic feet daily capacity will increase 
Texas Eastern’s daily delivery capacity to 
greater than 1.2 billion cubic feet. 

The total cost of the new construction is 
estimated at $114,300,000 which, in addition to 
the pipeline, includes eight new compressor 
stations, the development of a gas storage 
field in western Pennsylvania, a 35-mile, 30- 
inch line to the storage field and the conver- 
sion of four oil pumping stations to gas com- 
pressor stations on existing lines east of Con- 
nellsville. 

The southern end of the line, near Kosci- 
usko, will tie in with United Gas Pipe Aine 
Company's new line being built to bring gas 
from fields in the Gulf Coastal area. United 
Gas has contracted to deliver up to 134 billion 
cubic feet of gas per vear to teat Eastern’s 
Kosciusko terminal. At the northern end of 
the line near Connellsville, the gas will either 
be placed in Texas Eastern’s exis sting system 
or will be 7 in the company's Oakford 
Storage field to be held for winter demand. 
Much of this gas will ultimately be sold to 
Algonquin Gas Transmission Company who 
will supply eastern New England consumers. 
Some of the gas will be used to increase the 
supply available for Texas Eastern’s present 
customers. 

The route of the pipeline crosses seven riv- 
ers—the Tennessee, Cumberland, Kentucky, 
Hocking, Muskingum, Monongahela, and 


of West 


Ohio. The Ohio River is crossed twice—at 
the northern border of Kentucky and _ the 
southeastern border of Ohio. In most cases, 
two lines will be laid as a safeguard against 
floods. 

The new compressor stations on the 30-inch 
line will provide 53,800 additional horsepower 
to Texas Eastern’s system. The conversion 
and reactivation of four oil pumping stations 
and two new stations will provide 50,680 h.p,, 
giving the system a total installed horsepower 
of 381,880. 


Alabama Power to Spend 
$100,000,000 on Construction 


Feo \ Power CoMPANY expects to spend 
approximately $100,000,000 for expansion 
over the next three years. The company now 
has nearly a million kilowatts of generat ing 
capacity, according to Thomas W. Martin, 
president. 


New Anti-rust Paint 


R' ST-CURE, a new labor-saving, anti-rust 
paint which can be applied right over 
rust without wire-brushing, scraping, or sand- 
blasting, is announced by The Monroe Com- 
pany, Inc., Cleveland. 

Available in black, aluminum and _ clear, 
Rust-cure is suitable for both interior and ex- 
terior use on either old or new metal. Upon 

(Continued on Pave 36) 
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THOUGHT FOR A BUSY FINANCIAL MAN 
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An outside viewpoint is often essential in a search for new ways of 
cost reduction, methods, management, organizational, or engineering 
problems 

Commonwealth specialists have a sound background in the vari- 
ous aspects of business operations. Valuable time of your executives 
may be saved by calling Commonwealth in on the job. 

No matter whether the job is large or small, Commonwealth’s 
ability may profit you. 
Check the ways in which Commonwealth can contribute to the efficiency and economy 


of your organization. Write for booklet describing the many services available to you. 
Address: Commonwealth Services Inc., Department E3, 20 Pine Street, New York 5, N. Y. 
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application, it is said to penetrate through any 
existent rust layer and effectively seal the 
surface a further rust action. It is com- 
pounded for brush application and may be 
thinned with Rust-cure Solvent for spray use. 
Rust-cure in black and aluminum is for use 
solely as a finish coat, while Rust-cure clear 
can be painted over in any desired color. Rust- 
cure aluminum is reputed to contain almost 
twice as much aluminum pigment as ordinary 
paints and to give an exceptionally brilliant 
finish coat. 

Rust-cure is available in one-gallon and five- 
gallon cans and in 55-gallon drums. For fur- 
ther data, write The Monroe Company, Inc., 
10703 Quebec avenue, Cleveland 6, Ohio. 


$60,500,000 Expansion Program 
Planned by Toledo Edison 


"[ az Eptson Company plans to spend 
approximately $60,500,000 for new con- 
struction in the five years 1951 through 1955. 

Of this total, $13,400,000 will be spent this 
vear, $6,400,000 next year, $12,000,000 in 1953, 
$14,000,000 the following year, and $14,700,000 
in 1955. The company spent about $7,375,000 
in the first half of the year. 

Principal items include a 60,000-kilowatt 
unit to be completed this year to replace 
a 20,000-kilowatt unit at the Acme station, 
and a new generating plant at an undisclosed 
site, the first 100,000-kilowatt unit of which 
is expected to be in operation by the end of 
1955. The Acme replacement will require ex- 


cs 


penditure of about $5,672,000 this year, while 
the new station, with substations and trans- 
mission lines, will cost around $13,500,000, 

Completion of the five-year program will 
raise the net system capability to 475,000 kilo- 
watts. 


G-E Appointment 
been appointed 


De ALD F. WARNER has 

assistant to the manager of engineering 
for the General Electric Company’s turbine 
department, according to an announcement by 
FE. E, Parker, manager of engineering for 
the department. 

In his new position, he will coOrdinate and 
assist in the design and development of steam 
turbines, gas turbines, and superchargers, as 
well as being consultant to the aircraft gas 
turbine department. In this capacity he will 
be located in the Lynn River ( Mass.) Works 
of the General Electric Company. 


Philadelphia Electric to Spend 
$365,000,000 in 5-year Program 


Ts PHILADELPHIA aaa CoMPANY’s 
overall construction program includes 
plans for the addition of 1,508,000 kilowatts of 
electric generating capacity during the period 
1945 to 1956, of which 708,000 kilowatts have 
already been installed. The remaining 800,000 
kilowatts are now under construction, or 
planned. 
(Continued on Page 38) 
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The system's electric generating capacity at 
the end of 1956 is expected to be 2,686,000 kilo- 
watts, considerably more than double the 
capacity at the end of the war. Similarly, in- 
vestment in gas and steam facilities in this 
period will be approximately doubled. 

The overall program has already cost $217,- 
000,000, and will require expenditures of about 
$365,000,000 more in the years 1951 to 1956. 


Panhandle Eastern Completes 
$80,000,000 Expansion 


fc ee an $80,000,000 expansion pro- 
gram, the Panhandle Eastern Pipe Line 
Company recently augmented its natural gas 
producing facilities by 350,000,000 cubic feet 
daily to a new level of 850,000,000 cubic feet 
a day. 

Serving such highly-industrialized territories 
as Illinois, Indiana, Ohio and Michigan, Pan- 
handle Eastern now supplies gas for nearly 
7,000,000 persons in the middle-western district 
of the United States and the Province of On- 
tario. The increased output was made possible 
by tying in with the Trunkline Gas Company, 
a recently-acquired subsidiary, at Tuscola, Ill. 
The Trunkline Company operates out of the 
natural gas fields in Louisiana and Texas. Pan- 
handle’s main source of supply starts in the 
Panhandle and Hugoton gas fields of Texas, 
Oklahoma, and Kansas. 

The Trunkline Gas Company controls re- 
serves of two trillion cubic feet which, when 





added to the reserves owned by Panhandle 
Eastern, amount to more than nine trillion 
cubic feet. This is twenty-five years’ supply 
based on the daily capacity of the combined 
systems. 


Western Massachusetts Cos. 
Plan New Construction 


wae MASSACHUSETTS COMPANIEs 
plans to spend approximately $12,000,000 
on new construction this year and next, with 
most of that total to go for a second 46,000- 
kilowatt generating unit at its West Spring- 
field, Massachusetts, steam plant. 

The new unit is scheduled to go into opera- 
tion in December, 1952. Additional substa- 
tions, transmission and distribution lines also 
will be built under the expansion program. 


Ty ° T 
Westinghouse to Undertake 
$296,000,000 Expansion 
' | ‘HE WESTINGHOUSE ELECTRIC CORPORATION 

will undertake a $296,000,000 expansion 
program extending beyond 1953, President 
Gwilym A, Price announced following a meet- 
ing of the board of directors recently. 

The expansion program will be the second 
such program undertaken since the end of 
World War II. The first, announced in 1945, 
was completed in 1948 at a cost of approxi- 
mately $150,000,000 and increased manufac- 
(Continued on Page 40) 
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They know the quality they can expect 
from specialists with over thirty years’ 
experience in every type of financial, 
corporate and legal printing and find 
distinct advantages in our handling of 
design, printing, binding and mailing 


all under one roof. 


CONFIDENTIAL 
SERVICE 
SINCE 1920 


blowing your top?..... 


Our clients never blow their tops be- 
cause producing superior printing is 
routine at Sorg—even against the 
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Many have heeded Horace Greeley’s advice of nearly one hundred 


years ago — “Go West, young man, and grow up with the country.” 


Southern Union, a 22-year-old natural gas utility, has grown up with 
the Southwest, pioneering the natural gas industry in New Mexico and 
serving sections of Texas and Colorado. Now, Southern Union has 
gone farther West, having added northern Arizona to its systems of 


operations. 


Gas has been turned on in nine Arizona towns and cities, where 
Southern Union in the past year built distribution systems to intro- 


duce the clean, low-cost fuel to more than 15,000 customers. 


These Arizona communities make a total of 53 Southwest cities and 


communities served by Southern Union. 


southern{Junion q.as 


py 


“HELPING BUILD THE GREAT SOUTHWEST” 


Headquarters: DALLAS, TEXAS 
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turing facilities by 50 per cent. 

The electrical industry, although one of the 
oldest in the United States, has shown its 
greatest growth in the past ten years, Mr. 
Price observed. In the years 1948 to 1950, he 
added, Westinghouse sales and net income ex- 
ceeded even wartime peaks and were more 
than 500 per cent of the rate for 1938-39, 
while sales during the first six months of 1951 
were at a higher rate than during the cor- 
responding period of 1950. 


Monongahela Power Puts New 
80,000-kw. Plant in Operation 


ONONGAHELA Power CoMPANY, a_ sub- 

sidiary of West Penn Electric Company, 
has placed in operation a new 80,000-kilowatt 
generating unit at its Rivesville station south- 
west of Morgantown, West Virginia. 

The company reported completion of the 
first of two 75,000-kilowatt units at its nearby 
Albright station, scheduled for June, 1952, 
may be delaved by the uncertainty of steel 
deliveries. The second unit was scheduled to 
go in operation six months later. 

West Penn, which is spending $36,000,090 
for expansion this year, expects all av: ailable 
capacity to be fully employed in meeting the 
peak loads of next winter. As for the winter 
of 1952-1953, the company said “a temporary 
capacity shortage may develop because of in- 
adequate allocations of critical materials for 
generating facilities.” 


Brooklyn Union Gas to 
Extend Pipeline 


HE Brooklyn Union Gas Company of 
Brooklyn, New York, has been authorized 
by the Federal Power Commission to build 
3,700 feet of pipeline in Brooklyn to supply 
natural gas to the Williamsburg power plant of 
the New York City Board of Transportation. 
The line will cost $110,000 and will extend 
from the company’s twenty-inch line at Penn 
street and Bedford avenue to the Williamsburg 
plant. The gas will be used to generate elec- 
tricity. 


Public Service Co. of Col. 


Plans $64,000,000 Program 
uBLIC SERVICE COMPANY OF COLORADO esti- 
mates its construction program for the 
years 1951 through 1953 will cost $64,000,000, 
of which $45,000,000 will be spent on additions 
and improvements to its electric facilities. 

About $25,000,000 of the three-year expendi- 
tures will be allotted for additional power 
plant capacity. This will provide for comple- 
tion of the 120,000-kilowatt Arapahoe plant in 
Denver, a 7,500-kilowatt addition at Grand 
Junction, and a 60,000-kilowatt unit at the 
Lacombe plant in Denver. The remaining 
$20,000,000 to be spent on electric operations 
will go mainly for transmission and distribu- 
tion facilities. 

Expansion of the utility’s gas department 
will cost $15,000,000, while general and mis- 
cellaneous construction will involve $4,000,000. 


a 


Mountain Fuel Supply Plans 
$6,950,000 Program 


Me" AIN FuEL Suppty Co., natural gas 
supplier in Colorado, Wi yoming, and 
Utah, recently revealed plans to spend $6,950,- 

for new construction and acquisition of 
properties in 1951 and 1952. 

Expenditures will be allocated among the 
company’s major operating divisions as fol- 
lows: production, 48%; transmission, 3%; 
distribution, 43%; and miscellaneous, 6%. In 
the four year period from 1947 through 1950 
the company spent $20,695,562 for expansion. 


New Tweco Literature 


"Tv Propucts Company has issued a 12- 
page catalog which illustrates and describes 
its complete line of electrode holders, ground 
clamps, cable connectors, terminal connectors, 
cable splicers, mechanical and solder type cable 
lugs, carbon electrode holders and the new 
“Lug-Set’ block and punch for attaching 
solder type lugs to cables without solder. 

Copies of the bulletin may be obtained, with- 
out charge, from the manufacturers, P. O 
Box 666, Ww ichita, Kansas. 


New England Cities Soon to 
Get Natural Gas 


Now ASTERN GAS TRANSMISSION Com- 
PANY, subsidiary of Tennessee Gas 
Transmission Company is building a $28,000,- 
000 New England pipeline distribution system 
and has natural gas in its main and lateral lines 
in a major portion of the territory to be served 
in Massachusetts. About 75% of the customers 
which it plans to serve can have natural gas 
as soon as conversions can be completed. 
Natural gas first became available in the 
Northeast recently when it moved into the 
mains of Springfield Gas Light Company. 
Worcester Gas Light Company expects to be 
converted to 100% natural gas before the end 
of this month. Holyoke Gas Light Company 
started conversion operations recently and ex- 
pects to be on 100% natural gas by October 
21st. The conversion crew then will move into 
the Pittsfield Gas Light Company territory. 


Nordberg Appointment 


J, gponnt ies nT of Bruno V. Nordberg as sales 
engineer, four-cycle engine department is 
announced by R. W. Bayerlein, vice president, 
heavy machinery division, Nordberg Manu- 
facturing Company, Milwaukee 7, Wisconsin. 

A native of Wisconsin, Mr. Nordberg is a 
grandson of the founder of Nordberg Manu- 
facturing Company, Bruno V. Nordberg and 
son of Bruno V. E. Nordberg who was exect- 
tive engineer of the company at the time of 
his death in 1946. 

Mr. Nordberg joined the Nordberg Manu- 
facturing Company in 1946 and was assigned 
as a test and erection engineer in the heavy 
machinery division. He was later transferred 
to engineering installation, a position retained 
until his recent appointment. 
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THE REASON FOR THE MERCURY SWITCH IS THE ADDED SAFETY: 
BETTER PERFORMANCE AND LONGER CONTROL LIFE-ALL OF 
WHICH ARE IMPORTANT WHEREVER CONTROLS ARE REQUIRED 


WHY CONSIDER LESS WHEN YOU CAN GET SO MUCH MORE 


WRITE FOR COMPLETE CATALOG 
THE MERCOID CORPORATION ¥* 4201 BELMONT AV.,CHICAGO 41, ILL 


MANUFACTURERS OF AUTOMATIC CONTROLS FOR HOME 
COMFORT AND VARIOUS INDUSTRIAL REQUIREMENTS 
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time}! 


it’s faster to hang a wall than to pile it up... 


Little blocks, say 2” x 4’’ x 8”, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25'. 


Q-Panels, 3" in depth with 1%" of incombust: 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall 
frred Fame interior. A single Q-Panel with a 
area of 50 sq. ft. can be erected in nine minuits 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, cleaa, 104 
offers an interesting medium of archi 
expression. 


H. H. ROBERTSON CO., PITTSBURGH, PA, 





Offices in 50 Principal Cities 
World-Wide Building Service 


2424Farmers Bank Building 
Pittsburgh 22, Penasylvesis 
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Of Thanks 


from The Columbia Gas System 
to All Its Suppliers 














We, of the Columbia Gas System, are sincerely 
grateful to our suppliers for all their efforts in our behalf 


during the past difficult year. 


The unavoidable steel shortages created by our coun- 
try’s re-armament policy . . . the unpredictable and often 
disastrous vagaries of weather . . . have made for an extra 


and heavy burden on all. 


Our mutual task remains ... to bring the benefits 


of Natural Gas to more people and to more industries. 


ma \re se 


STUART M. CROCKER 
Chairman 


re* Te 


President 


Thanks for your help. 
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@ THE STRENGTH 


Just as the little acorn became a mighty oak, so has the 
tiny blue flame — GAS — grown into a great servant for 
St. Lovisans. In 1900 we had 64,106 meters. By July 1, 
1951, we had 323,017 meters in active use. In 1900 we 
distributed 234,574,000 cubic feet of gas, compared to 
36,676,121,000 cubic feet during the 12 months period 
ended June 30, 1951. Fifty years ago there were 419 miles 
of mains. Today there are 2,362 miles of mains. Each year 
the magic blue flame adds comfort and convenience to 


more and more homes and industries. 


COM PAWN Y 
SAINT LOUIS MISSOURI 
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In case after case, where 
Grinnell MULSIFYRE has been 
on guard, hazardous oil fires 
have been effectively con- 
trolled—damage limited. For 
example... 


e On August 2, 1944, a fault 
occurred on the 26 KV ring bus 
at a substation of the Public 
Service Electric & Gas Co., 
Harrison, New Jersey. Follow- 
ing the tripout, the operator 
noticed the end bay, where the 
transformer was located, to be 
ablaze. He immediately acti- 
vated the electrical control oper- 
ating the Grinnell MULSIFYRE 
System, deluging the trans- 
former banks with water spray 
and extinguishing the fire. 


e At a substation of the Omaha 


PROTECTING 


flammable, 


oil-filled 


TRANSFORMERS 


with time-tested, 
rapid extinguishing 


GRINNELL 





MULSIFYRE 





Public Power District, Omaha, 
Nebraska, two 25-year-old three 
phase 6250 KVA 13.2—2.3 KV 
water-cooled indoor type trans- 
formers were protected by a 
MULSIFYRE System automati- 
cally actuated by Quartzoid 
Pilot Sprinklers. On August 30, 
1944 a minor explosion occurred, 
setting the transformer afire. The 
Griunell MULSIFYRE System 
went into operation immedi- 
ately, and there was no fire 
damage. 


e In 1948, a lightly constructed 
wooden sawing shed was erected 
by the Singer Manufacturing 
Company, Bridgeport, Connec- 
ticut, adjacent to a bank of three 
500 KVA transformers. A fire 
started in the shed, apparently 
when a carelessly discarded cig- 
arette or match ignited sawdust, 


and quickly burned through the 
roof. The MULSIFYRE System 
operated over the exposed trans- 
formers, preventing damage to 
them. 


Stop future trouble and expense. 
Get complete facts now on reli- 
able Grinnell emulsion - forming 
spray systems. Write Grinnell 
Company, Inc., Providence, R. 1. 
Branch offices in principal cities. 


GRINNELLMalidfyte 


EMULSION-EXTINGUISHMENT OF OJL FIRES 
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along way ina short time.., 


FIVE-FOLD EXPANSION IN TEN YEARS 

The large up-to-the-minute steam-electric station, depicted here, 
again furnishes proof of management's desire to keep up 

with the needs of a growing economy. 

The area served by this central station consists of free-enterprising people 
who depend on an uninterrupted and adequate source of electric power 
for their growing industries. The Midwest Utility which serves this 
community built its first 60,000 kw unit in the area in 1942 to meet the 
industrial needs of World War Il. Today a five-fold expansion program, 
which will bring the station's installed capacity up to 
300,000 kw, is drawing to a close. 


Foster Wheeler Steam Generators, Condensers, and 
Auxiliary Steam Generating Equipment 

The Foster Wheeler installations which contribute so largely to the success o 
this great undertaking include four 640,000 Ib per hr steam generators 
with Ball Mill Pulverizers, firing equipment, and plant equipment including 
condensers, steam jet air ejectors and feedwater heaters. 


» 300,000 - 


FROM 60,000 1 


Shop photograph of one of the 55,000 
sq ft Foster Wheeler surface Condens- 
ers serving the 60,000 kw turbines. 


Shop view of a Foster Wheeler steam 
jet air ejector which removes non-con- 
densible gases from the condenser. 





This is an exterior view of an important Midwest 
Utility as it looks today. Stack 1 represents the 
station as it originally appeared in 1942. Stacks 
2, 3, and 4 are those of the first three Foster 
Wheeler 640,000 Ib per hr steam generators 
each serving a 60,000 kw turbo-generator. Stack 5 
will service a duplicate unit now under construction. 


Ng people 
bower 


he 


ind 


success 0) 
itors 
eluding 


View of Foster Wheeler Ball Mill Pul- 
verizer, one of twelve which will be in 
service when the station is completed. 


View of operating floor with exhauster of 
Foster Wheeler ball mill in right background. 


RPORATION © 165 BROADWAY. NEW YORK 6. N. 


FOSTER WHEELER 
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For Top Turbine Performance 
— Specify LEFFEL Hydraulic Turbines 


You measure turbine performance in terms 
of power and long-range economy. That 
means your hydraulic power installation 
should have a turbine which will give you 
efficient power with years of trouble-free 
service. Leffel has been building turbines 
which do just that for over 89 years—since 
1862. A Leffel turbine holds the world's rec- 
ord of 94.57% efficiency! And this out- 
standing efficiency is always coupled with 
dependability and long life, as many Leffel 
turbines have proven by over half a century 


of actual service. 


So why not let us help you with your 
hydraulic power project, whether it be ex- 
pansion, rehabilitation or a new installation? 
Of course, there is no obligation. Write, 


wire or phone today. 


DEPARTMENT P ¢ SPRINGFIELD, OHIO, U.S.A. 


[CIENT HYDRAULIC POWER FOR 89 YEARS 
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One hundred years ago the Detroit 
Gas Light Company made its first few 
hundred feet of gas, sending it through 
small mains to a few scattered homes in 
which the newly developed gas lamps 
of that day were installed. Three days 
later the first gas lamps were lighted in 
the streets of Detroit. 


From that beginning our Company has 
grown into the great distribution system 
which today serves more than 715,000 
customers living in 69 cities, villages 
and communities of Michigan. 


We enter our second century with long 
range plans to keep pace with the growth 
of the communities served. We aim to 
maintain the highest standards of service, 
with a deep sense of our responsibility 

and our obligation to contribute in every 
way we can to the public good. 


We begin our 


second century of service 


From an 1855 lithograph, showing the first Detroit 
gos plant at 6th and Woodbridge Streets. 


MICHIGAN CONSOLIDATED GAS COMPANY 
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One of two 60-cell, FM E-17 Exide-Manchex 
Batteries providing emergency power in 
the Edgemoor Station 


DEPENDABLE 
POWER FOR THE 
DIAMOND STATE 


In the Delaware Power & Light Company’s new 
Edgemoor Generation Station, near Wilmington, 
there are ninety-five 2.5 k.v. electrically operated 
circuit breakers, eight 12 k.v. pneumatically oper- 
ated breakers, and a 5 k.w. inverter which supplies 
a.c. power for clocks, recording meters, and other 
instruments. And, in case of power failure, all this 
equipment operates efficiently and dependably 
on one of the two 60-cell FME-17 Exide-Manchex 
Batteries. The other battery provides for 9500 
watts of emergency lighting. 


The choice of Exide-Manchex Batteries for eme r- 


gency power is a logical one, for in Exide-Manchex 
you get... 


POSITIVE OPERATION: Dependable performance 
at ample voltage with no switching failures. 


INSTANTANEOUS POWER: High rates for switch- 
quer operation with adequate reserve power for 

ependable performance of all other control cir- 
cuits and also emergency lighting. 


LOW OPERATING COST: Extremely low internal 
resistance. 
LOW MAINTENANCE COSTS: Water required 


about twice a year. No change of chemical solution 
needed during life of battery. 


Delaware Power & Light Co., new Edgemoor 
Generation Station, Wilmington, Delawar. 
Built by United Engineers & Constructors Ine. 


Exide-Manchex sarrenis 


LOW DEPRECIATION: 
struction. 


GREATER CAPACITY in a given amount of space 
avoids overcrowding of equipment. 


These features all contribute to the dependable 
performance of Exide-Manchex Sette 
make Exide-Manchex your best battery buy for a 

control and substation services. 


Sturdy, long-life con- 


LEAD CALCIUM BATTERIES 


Exide first produced Lead Calcium Batteries in 1935. 
Since that time we have progressively followed an 
extensive program of laboratory research and develop- 
ment along with a study of Exide Lead Calcium 
Batteries in actual service. 


Much has been learned during those 16 years. Though 
the time is too short to specifically predict length of 
battery life, definite conclusions have been reached 
regarding proper application. We will be glad to inform 
you where these cells can satisfactorily serve. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and “Mancher” Reg. Trade-marks U.S. Pat. Of. 


1888... DEPENDABLE BATTERIES FOR 63 YEARS...1951 
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Southeastern Pennsylvania 
Is On The March 


New industrial plants—expanding manufacturing facilities—thousands 
of new homes to house the growing population—all these and other 
signs daily attest to the growth of the communities in Southeastern 
Pennsylvania supplied with the finest of gas service by subsidiaries 
of U. G. I. 


Natural gas and important new U.,G. I. developments to produce 
manufactured and mixed gases have enabled us to keep pace with 
this growth—meeting the unusual demands of defense production and 
a high level of home life. 


THE UNITED GAS IMPROVEMENT COMPANY 


Philadelphia, Pennsylvania 











Public Utilities Fortnightly 


October 25, 195} 





He doesn’t need to subtract, or even 
write the figures longhand. And the 
Accounting Department doesn’t ques- 
tion his arithmetic or his handwriting. 

He records the meter readings with 
only a few simple pencil marks on IBM 
Cards. His job is easier . . . results are 
better. 


But this is only a small part of the 


———— 


How to make his job easier... 


too / 


story. Other IBM electronic develop- 
ments have improved all phases of 
customer accounting .. . including 
bill calculation and audit functions. 


IBM’s leadership in applying electron- 
ics to business machines has given utili- 
ties a ready means for reducing costs as 
well as providing better service for 
their customers. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 Madison Avenue, New York 22, N. Y. 
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IF IT FLIES AFTER THIS 


With extensive damage in a 





critical wing area, this fighter 






interceptor returned safely to its 





Korean base. 









| WILL RIDE LIKE THIS 


One of 30 street service bodies 
operated by Washington Gas Liaht 
Company. 


















TOUGH, 


THOMPSON 


UTILITY BODIES 


BUILT FOR MANY YEARS OF DEPENDABLE SERVICE 
UNDER RUGGED OPERATING CONDITIONS 


LIGHTWEIGHT, ALL ALUMINUM 






































While supplies of Aluminum and Steel Bodies are limited 
Place a few THOMPSON units in your service 
Compare their operating costs with your steel units 
Let FACTS decide your future Policy 








THOMPSON TRAILER CORP. 
j PIKESVILLE, MARYLAND 


(C Have Representative Call 






THOMPSON 











N TRAILER (0 Send Full Information 
| PN CERIN 6 ti sivsieeseudssbineiaddesmednecsosuate 
= c R P ; PY S40 04 0As6 vcisuesosenssesaeseeeneonsesseeeeenennll 
Pikesville, Maryland PE sokens~nevsnsenentnnnesenenetanomentnealinehiitin 
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SIMPLEST, MOST EFFICIENT 
' CONTROL IN THE GAS INDUSTRY 











There’s no “BANG! — ON”... 
“BANG! — OFF” with Gasapack 


Whether you use the ther- 
mostatic Electric Top for 
multi-stage flame control, 
or the mechanical Ther- 
momatic Top which gently 
modulates the flame . . . 
you eliminate the ignition 
and extinction noises char- 
acteristic of “snap-action™ 
controls. Gasapack control 


is positive — but QUIET! 


Besides, Gasapack gives you 
complete flexibility in de- 
sign and application. Select 
the manual control — and 
add either the Electric Top 
or Thermomatic Top any 
time. Or supply your unit 
with either automatic 
control, as you desire. 








Designed for modern heating equipment and to 
help you meet competitive conditions, the A-P 
Gasapack offers you all the controls you require 
in ONE compact unit — from ONE dependable 
source. It offers you economy in production and 
inventory, simplicity in service, thorough satisfac. 
tion in use and complete DePeNpaBILity, backed 
by A-P’s unmatched research and many years of 
experienge in engineering and production of heat- 


ing controls 


B® Built-in pressure regulator, 


pilot filter, main and pilot 
valves, 100% automatic, 


fail-safe pilot. AGA listed. 


Only One unit to assemble 
to heater or furnace. Elim- 
inates up to five separate 
eontrol units, with their 
joints and connections. 


Simplifies assembly. Re- 
duces purchasing and inven- 
tory costs. Simplifies field 
installation and_ service. 
Offers wide adaptability. 


Available for manual or ther- 
mostatic temperature con- 
trol to meet your needs. One 
unit to stock for either type. 


| 


dl 


Only A-P’s Gasapack Offers All These Advantages... 


Choice of two types of ther- 
mostatic control, for factory 
installation or for sale as 
accessories. Extremely sim 
ple installation. 


True Mutti-stace flame 
regulation with either type 
control — flame “stages” in 
perfect response to heat 
lemand. 


Compact, size—3%* x Sh" x 
5%”. You don't have to allow 
room for clumsy, old-fash- 
ioned controls and piping. 


Absolutely StLent — no 
annoying clicks or hum on 
manual or automatic oper- 
ation. A real selling point. 


Write today for Bulletin G-9 for the Complete Story 
You owe it to yourself — and to your product — to get the com- 
plete story on the Gasapack. Our research and engineering 
departments will help you solve specific application problems. 


For Modern Gas Heating 


A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 


2470 N. 32nd Street 





mil kee 45, Wi ; 


In Canada: A-P Cantrols Corporation, Lid., Cooksville, Ontario 


DEPENDABLE Controls 
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How well have they done? 


Recognize them? 

They are the men who plan, build and run the nation’s 
natural gas pipe lines. 

Their hard work and ’round-the-clock efforts are part of a 
double trust placed in them—by the people who invest the 


es... money with which they can do their job . . . and by the people 
of ther who so urgently need the gas supplies they furnish. 
po Teams of engineers and pipe line builders, dispatchers and 


ely sim measurement technicians, compressor station operators and 
office staffs are daily living up to the double trust invested 
in them. 


How well have they done? 


At Texas Gas alone, in the last three years they have doubled 
the supply of natural gas for homes and industries in America’s 
Big River Region. They have seen the results of this work in 
new plants, new people, greater comfort and more prosperity 
for their Region. 

Today, they are at work on a new Texas Gas expansion pro- 
gram that will provide additional facilities. 

Behind their hard work is the double trust placed in them 
every day of the year. 


J =~ TEXAS GAS BBSE53% S 


OWENSBORO, KENTUCKY 
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SPRAGUE 


CAST IRON AND ALUMINUM CASE 


GAS METERS 
and 
REGULATORS 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 


€ 
Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 

The foresight of Sprague Engineers in the 

past, today makes the oldest Sprague 

models as efficient as the newest. 


SPRAGUE NO. 1A METER 


The services of the Sprague Engineering 
Staff are at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 


THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 
BRANCHES: DAVENPORT, IOWA © HOUSTON, TEXAS 
LOS ANGELES, CAL. © SAN FRANCISCO, CAL. 
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IUPLING 
RNACE 








BRASS SEAT 
© GROUND JOINT 


® ALL THREADS 
TAPERED 


of uniform 
compliance with the rigid 
requirements of the 


UNDERWRITERS’ 
LABORATORIES 


Listed by Underwriters’ Laboratories for use with all piping applications, 
including hazardous liquids, up to 250# Steam Pressure. 
@ Larger sizes are all forged-steel; smaller sizes machined from solid 
bar steel. High tensile strength — no sand holes. 
@ Compare Capitol. Unions with any other union. Check. workman’ se 
ship, dimensions, weight,, and tintsh; perform any. test ha. 
’ their pressure rating — then, compare prices. : 


) Packaged in con rater age te tes 





a 5 —, = shoe L _——— 
] — ea * | ae if 
MFG. & SUPPLY CO. 
COLUMBUS, OHIO 
UPLINGS -—— NIPPLES -——- UNIONS — RADIANT HEAT FITTINGS 


RNACE COILS — WELL SUPPLIES — STEEL PIPE FITTINGS 
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other doors offer 
these advantages 


Overhead crane rails, extending only an inch or 
two from face of door, can’t interfere with door 
action. All overhead space is available for crane 
and conveyor equipment. 


All floor space is fully usable at all times. 


No sacrifice of space on narrow loading platforms 
with Kinnear Rolling Doors. They need no room 
inside or outside the building for opening and closing 
action. 

Windows can be placed right next to Kinnear Rolling 
Doors . . . are never blocked off when doors are 
operated. 


Supports or superstructure can be placed close to 
sides, front and top of Kinnear Rolling Doors. 


Light from overhead fixtures is never blocked off by 
Kinnear Rolling Doors. They coil compactly above 
the opening. 

Wind can’t blow Kinnear Doors back and forth, or 
damage them. Edges are anchored in steel tracks from 
floor to ceiling! 


Kinnear Rolling Doors open straight upward, coiling 
completely out of the way, safe from damage. 


The opening is cleared from jamb to jamb and floor 
to lintel. 


Kinnear Rolling Doors 











10. A continuous curtain of strong interlocking ste! 
slats gives you extra protection against fire, theft 
intrusion, wind, weather and accidental damage. 


11. Kinnear smooth, upward action is idea] for tim 
saving motor operation, with convenient remote cor 
trol. Rugged Kinnear motor operators do the trick 


Kinnear’s interlocking steel slat curtain permits any 
number of slats to be individually replaced if acc 
dentally damaged. Lower maintenance costs! 


You get many other advantages in Kinnear Rolling Door. 
They are built any size, with motor or manual operation. 
Easily installed in old or new buildings. Write for full 
information. 


The KINNEAR Manufacturing Co. 


FACTORIES: 
2060-80 Fields A 
Columbus 16, Ob 
1742 Yosemite A 
San Francisco 24, 


Offices ard Agents 
in All Principal © 
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y 00) Pee records 
of GAS PROGRESS 


© Accomplishments of our company in 1950 chalk 
up record-breaking progress in the distribution of 
natural gas. 

Residential gas central heating unit equivalents 
added in 1950 totalled 18,250 as compared with 
12,400 added in 1949. 

Gas revenue of $11,758,854 was 27.4 per cent 
of the 1950 total from all operations. 

Residential revenue was $8,207,874—two million 
dollars more than residential gas revenues of the 
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previous year. 

Installation of 65 miles of gas mains in 1950 set 
an all-time peak in the replacement and expansion 
of our gas distribution system. The $2,650,000 gas 
expansion and replacement program for 1951 
promises to top this record. 
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THE DAYTON POWER AND LIGHT COMPANY 


DAYTON, OHIO 
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PRINGFIELD builds boilers in a wide 

variety of sizes and types to meet mod- 
ern utility plant needs. Springfield im 
stallations include outstanding high pres- 
sure, high temperature designs in large 
central stations as well as smaller units 
for outlying stations and standby service. 
Springfield service includes the design, 


BENT TUBE BOILERS 

For maximum efficiency in minimum space! 
Carefully balanced Springfield designs built to give 
extra values in performance and dependability. 
Water cooled furnace. Gas flow distributed uniformly 
across width of unit. Dry steam. Minimum superheat 
variation over wide load range. Built in any capa- 
citv from 10,000 Ibs. up. 


BOILERS to Meet YOUR Needs 


fabrication, and erection of units complete 
with firing, draft, and control equipment 
—all taken under a “Single Responsi- 
bility” contract. We will be glad to submit 
proposals covering your requirements. 
Write to our main office in Springfield, or 
see your nearest Springfield representa- 
tive. Descriptive literature on request. 


@ STRAIGHT TUBE BOILERS 


A design preferred by many engineers. 
Big overload capacity; quick response to loads. 
High availability; less outage. Every quality feature 
you want in a boiler. Specially designed for cap- 
acities to 450,000 Ibs. per hour and higher. Spring- 
field patented center water wall construction 
available for large units. 


© TYPE M STANDARDIZED BOILERS 


' SPRINGFIELD 


Standardized for quicker delivery 
..lower cost. 12 sizes to choose from, ranging 
from 6,000 to 17,000 Ibs. per hour. Built 
like a‘’BIG PLANT” boiler—for the smaller 
plants! Water-cooled furnaces — all of 
Springfield's finest quality features. 


1960 E. Capitol Ave. 


CO. 


Springfield, Ulinois 
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OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News’ Shipbuilding 
and Dry Dock Company has re- 






ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 





ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 








TWO WAYS 
TO STOP 
COAL 
WASTE 


RICHARDSON COAL SCALES: One over each 
boiler automatically gives you a record of 
coal consumption, by the hour, shift, day, 
week or month, in stoker or pulverizer fir- 
ing. You spot inefficient steaming right 
away, before you start paying invisible bills 
for wasted coal. 


RICHARDSON “MONORATE” DISTRIBUTORS: 
An original Richardson development* 
which absolutely stops coal segregation in 
stoker-fired installations. The “Monorate” 
is just what its name implies—the curved 
top plate, developed in theory and proved 
in — causes all the coal, both lumps 
and fines, to descend at the same rate so 
there is no tendency for lumps to separate. 
You get the same mix across your stoker 
hopper as you had at the bunker outlet so 
that most efficient combustion is assured. 
*Patent Pending No. 2,258,516 


3 BULLETINS AVAILABLE 
Send For Them Today For Complete Information On: 


Model K-39, for pressure tight (up to 60” 
of water), large capacity service—400-500 
Ibs. per discharge—Bulletin No. 0250 

EE-39, for dust tight, average service— 
200-300 Ibs. per discharge—Bulletin No. 
0150 

Monorate, non-segregating coal distribu- 
tor—Bulletin No. 1349 


Installation at mid-western Municipal lighting plant 
showing Richardson Coal Gate, Coal Scale and 
*““Monorate" Non-Segregating Distributor. 


EE-39 Richard- 
son Automatic 
Coal Scale. 


Richardson ““Monorate™ 
Distributor Showing 
Patented Design of Top 
Plate Which Keeps 
Lumps and Fines 

from Separating. 


A COMPLETE RICHARDSON INSTALLATION: 


Leakproof Gate from the bunker; flexible Inlet to scale; Automatic Coal Scale; ““Monorate"’ Non 
Segregating Distributor to stoker; or down-take Chute to pulverizer. 


MATERIALS HANDLING BY WEIGHT SIN 190 
om 


RICHARDSON SCALE COMPANY 
Clifton, New Jersey 

Atlanta © Boston ° Buffalo ° Chicago 

Cincinnati * Detroit * Houston * Minneapolis 

New York © Omaha * Philadelphia ¢ Pittsburgh 

San Francisco * Wichita * Montreal * Toronto 
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One million on the read 








A million trucks isanimpres- _ costs over a longer truck life? 


sive number of trucks. It is See your nearest Interna- 
even more so when you con- tional Truck Dealer or Branch 
sider this fact: it represents for all the facts—join the next 
more than half of the Interna- —_pijlion truck users who will 
tionals built in the past 44 have the greatest truck value 
yume. on the road. 


What proof could be / 
International Harvester Builds te 
stronger testimony that Inter- McCormick Farm Equipment and Farmall K4 


Tractors . . . Motor Trucks 


national Trucks give you low- industrial Power... Refrigerators and Freezers 
er operating and maintenance International Harvester Company + Chicago 


INTERNATIONAL ~~ TRUCKS 


“Standard of the Highway” 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 





Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 
To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 
& 
To Keep Investment Markets Abreast of Your Company 


ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 








The Analysts Journal 

20 Broad Street, Room #908 
New York 5, N. Y. 
Gentlemen: 


() Please enter my subscription for one year at the subscription rate of $4.00. 


() Please send me your advertising brochure. 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 














THe American Appraisat Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 


























AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
155 E. 44th St., New York 17, N. Y. 

























DAY & ZIMMERMANN, INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 


















ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 























ford, Bacon & Davis 


BaD VALUATIONS PAGINCCES CONSTRUCTION 
REPORTS RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO e LOS ANGELES 
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GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOB ANGELES 











INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK - READING - WASHINGTON + HOUSTON + PHILADELPHIA - ROME * MANILA + MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 














JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street . CHICAGO * Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa. — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground « Construction Maintenance « Ball Field Lighting 
Right of Ways ¢ Chemical Control ¢ Tree Trimming ¢ Gas and Oil Lines . . . Now Working in 14 States 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
RT 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 





Mention the FortNiGHTLY—I1 identifies your inquiry. 
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Fe Hrulpian Gynadon 


ENGINEERS @ CONSTRUCTORS 





1200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 
WASHINGTON, D.C. ¢ ROME, ITALY ¢ CALCUTTA, INDIA 
CARACAS, VENEZUELA e MEXICO CITY, MEXICO 





William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: "The Value of Cost Analysis to Management"' 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








RATES TAXES 


SAFETY MIDD LE WEST FINANCE 


PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 


PERSONNEL co ACCOUNTING 


ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND — | SPECIALISTS IN 
OPERATING ENGINEERS | z ACCOUNTING, FINANCING, RATES, 
PURCHASING \ =f INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 

















Outstandin Designing « Engineering + Construc- 
g tion + Piping * Equipment + Surveys 
in the * Plans * Steam or Diesel Power 


Plants, Alterations, Expansions 


Industry DESIGN saENGINEERING - CONSTRUCTION 








THe RUST ENGINEERING C0. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. BIRMINGHAM, ALA. 
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ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usslities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. | 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 



































ALBRIGHT & FRIEL, INC. 

ENGINEERS, CONSTRUCTION AND 

FRANCES S. PRIEL MAINTENANCE CONTRACTORS 

Consulting Engineers for the GAS INDUSTRY 

Water, Sewage and industrial Waste Problems Cc foe. a mem a om: em me) 

“city Planning, Reports, Valuations, Laboratory GAS ANb SERVICE CO. 
121 SOUTH BROAD STREET PHILADELPHIA 7 327 Se. LeSalle St., Chicago 4, UL 

BLACK & VEATCH GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
BNGINEERS 





CONSULTING ENGINEERS 
Appraisals, investigations and re HARRISBURG, PENNSYLVANIA 


ports, desi and supervision of con- , —— 
struction of Public Utility Properties — 


Original Cost and Depreciation Studies 
4706 BROADWAY KANSAS CITY, MO. Rate Analyses—insurance Surveys 




















EARL L. CARTER W. C. GILMAN & COMPANY 
Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, Conculting Engineers 


PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Load and Capacity Studies — Rate Cases 
Public Utility Valuations, Reports end Financial Planning 
Original Cost Studies Investigations — Reports — Supervision 
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FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


Organization and Procedural Studies 


ARTHUR LAZARUS 
MANAGEMENT CONSULTANT 


70 Pine Street © New York 5, N. Y. 
BOwling Green 9-5165 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 





LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASatie St., CHicaco 

















HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. 
E. MONTFORD #UCIK CALVIN V. DAVIS 
Lan te ay este Power Projects 
.-- item Management, 
Dams, )—t~—F, arbor Structures, 
Soil Mechanics 


400 W. MADISON 8ST. CHICAGO 6, ILL. 








A. S. SCHULMAN ELECctTrIc Co. 
Electrical Contracting Engineers 


TRANSMISSION LingS—UNDERGROUND DistTRri- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. Cxicaco 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating —. Financial — Plant 











LAURENCE S. KNAPPEN 
Consulting Economist 
Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses Examined 
919 Eleventh Street, N.W., Washingten 1, D. C. 
Telephone: National 7783 








Inspection « 


Product Develor 


Consulting 
rent & Research 


United States Sion Company, Inc. 


alelele). 4-1, hah Mae 
Boston + Chico 


s* New York 











LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWEE PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Mlinois 








WESTCOTT & MAPES 


ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 

Albright & Friel, Inc., Engineers ..... 
American Ap; raisal Company, we ee 
American Caliqua Company .. 
American Furnace Company . 
Analysts Journal, The 

A-P Controls Corporation ee 
*Automatic Electric Sales Corporation 


B 
Babcock & Wilcox Company, T 
Barber Gas Burner Company, The. 
*Barber-Greene Company 
*Bituminous Coal Institute 
Black & Veatch, Consulting Engineers 
Blaw-Knox Division of Blaw-Knox Co. 
Brooklyn Union Gas Company, The 
Burroughs Adding Machine Co. 


c 
Capitol Mfg. & Supply Company 
Carter, Earl L., Consultin Engineer 
Cleveland Trencher Co., 
*Cochrane Corporation 
Columbia Gas System, Inc. 
Combustion en Ng Inc. 





y mere Services, | 
Consolidated Gas and Service Co. 
Conversions and Surveys, Inc. 


D 
Day & Zimmermann, Inc., Engineers 
Dayton Power | Light Com —% The 
Dodge Division of Chrysler 


E 
Ebasco Services, Incorporated 
Electric Storage Battery Company, The 
Electrical Testing Laboratories, Inc. 
Elliott Company 


First Boston Supe, 
rd, Bacon & Davis, Inc., Gagincers 
Foster Wheeler Corporation 


G 


Gannett Fleming Corddry and Carpenter, Inc. ... 74 
Gas Machinery Company, The 1? 
General Electric Compa — Outside Back Com 
Gibbs & ? Inc., Consu — Engineers ...... oe Oe 
Gibson, A é., oe. 

Gilbert Associates, 
Gilman, 

Grinnell Company, 
Guoranty Trust 





Engineers 





H 
Haberly, Francis $., Consulting Engineer 
Hansell, Sven B., Consultin “yo 
Hartt, Jay Samuel, Consulting 
Harza Engineering Co. 
Henkels & McCoy, Contractors 
Hill, Cyrus G., Engineers 
Hoosier Engineering Company 


indiana Gas & Water Co., 
International Business BN ‘Cor 
International Harvester Company, 
Irving Trust Company 


J 
Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
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Lazarus, Arthur, 9 ¢ 
Leece-Neville Co. -» The 

el, James, & Company, The 
Lefer, William S., Engineers Associated 
Lincoln yw ‘& Printi Corp. 
*Loftus, Peter F + Corporat on 
Lougee, N. ac y. Engi 
Lucas & Luick, Engineers 








*Main, Chas T., Inc., Engineers 
Mercoid Corporation, The 

*Merrill Lynch, Pierce, Fenner & Beane 
Michigan Consolidated Gas Company 
Middle West Service ae 

Minneapolis Gas Com 

Montana-Dakota Ut 


Cities * 
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Newport News Shipbuilding & Dry Deck Ce. ...... 67 

Nordberg Mfg. Co. 42 





Pacific Gas a Electric Company 37 
Pacific Pumps, Inc. ...........++0- Inside Back Cover 
Pandick Press, Inc 28 
Pioneer Service & Engineering Company 

Pritchard, J. F., & Co. 


Recording & Statistical Corporation 
Remington Rand Inc 

Richardson Scale Company 
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Rust Engineering Company, 
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Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A, S., Electric Co., Engineers 
Sloan, Cook & Lowe, Consulting ngineers 
Sorg Printing Company, Inc. 

*Southern Coal Company, Inc. 

Southern Union Gas Company 

Sprague Meter Company, The 
Springfield Boiler Company 
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Texas Gas Transmission Corporation 
Thompson Trailer Corporation 


Union Securities Corporation 

United Engineers & Constructors, Inc. 
United Gas Improvement Company, The 
United States Testing Co., Inc. 
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Washington Gas Light Company .........-.+++> 
Westc & Mapes, Inc., Engineers . 
*Westinghouse Electric Corporation 
White, J. G., Engineering Corporation, The ...- 
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PRecisions> Guile Cente rucar 


You Specify — The capacity, temperature and pressure. 
Pacific Will Specify — The most efficient size and the correct 


materials. 


You Will Receive from Pacific — A custom built pump with pres- 
sure castings, hydrostatic tested ...each part precision finished 
ind inspected ... one-piece impellers, dynamically balanced .. . 
performance tested and shipped with parts protected with rust 
inhibitor. Write for Bulletin Number 109. 


lacific Pumps inc. 


OF THE ORESSER INDUSTRIES 
HUNTINGTON PARK, CALIFORNIA os : . 


Export Office: Chanin Bldg., 122 E. 42nd St., New York * Offices in All Principal Cities 


PACIFIC 
TYPE WBF 


PACIFIC TYPE ABF 


PACIFIC TYPE IBF 


PACIFIC TYPE JBF BF-13 





for high 
Visilty 


For the highest relative visibility—on heavy- 
traffic streets with normal mounting practices— 
General Electric’s Form 109 exceeds all lumi- 
naires we have tested. This is not just an enthusi- 
astic interpretation from laboratory tests—it’s 
backed-up by lighting engineers all over the 
country. No other high-level illumination lumi- 
naire in General Electric’s history has ever had 
such immediate acceptance—backed by installa- 
tions, 


NEW DESIGN The reason for this popularity 
is the basic design—the first new concept in 
recent years of street lighting. Now the long- 
sought, rectangular distribution pattern is a 
reality with the Form 109. Rather than modify 
the conventional round reflector and bowl re- 
fractor, G-E engineers developed a unique ovate 
reflector which not only directs light efficiently — 
but downward towards a rectangular pattern. 
There’s a new triple-lateral reflecting principle to 
break-up the concentrated beam from the main 
reflector into three small eye-easing beams. The 
new Holophane®) Vertilateral® refractor is slab- 
sided, presenting almost flat sides to the street— 














making light control more positive—assuring 
maximum transmission. An optical arc-centering 
magnet gives full-life expectancy to mercury 
lamps. 

This makes the Form 109 the only luminaire 
burning the economical A-H1, 15,000-lumen 
mercury lamp—horizontally. Designed as the 
answer to modern, mass-traffic problems, the 
Form 109 is bringing Comfortable Seeing on 
heavy-traffic streets to new, accident-free, traffic- 
moving heights. Get all the facts on this new, 
trend-making luminaire—write Section 452 | 14E 
or call your Apparatus Sales Office Lig! ting 
Specialist for application information. Ge eral 
Electric Company, Schenectady 5, New York 


452-.14E 


GENERAL (96) ELECTRIC 





